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INTRODUCTION. 



A building association is an organization of interests 
in which eaqh member acts for himseli and for others. It 
is an organization not charitable or philanthropic, but of 
self-reliance, and when conducted under proper restric- 
tions may become one of the most practical applications 
of co-operation. 

In these days of colossal trusts when wealthy members 
of the community can make gigantic financial alliances and 
form exclusive unions and close corporations, it is interest- 
ing to note the simple and intelligent method by which the 
less fortunate, the artisans and wage earners, have found 
that from the elements of frugality and thrift may come 
productive capital, and are becoming their own bankers. 
In the combination of interests they have discovered the 
wonderful resources of combined savings, whereby an 
opportunity arises to establish a home. It is not surpris- 
ing, therefore, that these associations have won great pop- 
ularity in a brief period. This popularity may be bene- 
ficial to all, even to those who are attached to other 
methods of financial betterment. In them the workman 
who holds a share becomes a lender of money, which, 
when properly invested, may earn a large income for 
him when compared with his modest capital, and may 
ultimately enable him to become a freeholder. They are 
valuable agencies, therefore, when carefully conducted 
and may be well adapted to aid in preserving the social 
equilibriuni so vitally necessary in a republic. Men can- 
not honestly deny the benefits of capital when properly 
employed, while they are themselves reaping the rewards 
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of productive money and are well acquainted with its 
permanent and lawful powers. These associations serve 
as a barrier against the dangerous paternalism urged on 
the State by men of questionable statesmanship, and they 
become likewise, the foes of communism, creating habits of 
accumulation and assuming the privacy of homes. 

Such organizations become indirectly valuable moral 
agencies as a partial solution of the tenement-house prob- 
lem, and hence are worthy of careful attention. The 
independent home secures removal from immoral tenden- 
cies, the adornment of domestic life and full sway for the 
influence of wise training and good example. Whatever 
helps to remove the youth of the nation from the terrible 
and ever-present temptations of many of the crowded 
tenement dens, from the accustomed debaucheries of 
drunken wretches in neighboring rooms, and from the 
shamelessness of those who oftentimes exist in them, works 
blessings for the peace and prosperity of the State. 

They are not a cure-all, however, but may, if loosely 
managed, prove a serious injury to the frugal and indus- 
trious wage earners who invest in them. 

The experience of the past teaches that the law now reg- 
ulating them could bear several very material amendments. 

In my report to the Legislature relative to banks of de- 
posit and discount dated at the beginning of the year 1889, I 
have stated as follows: — The remarkable rapidity with which 
building associations have multiplied in this State during 
the last few years makes it clearly evident that something 
more than ordinary inducements must have been offered to 
subscribing members, and as the fund accumulated from 
the subscriptions of the members and the premiums obtained 
from competing borrowers is the only source from the invest- 
ment of which any returns can be derived, the necessity of 
placing an absolute safeguard around that fund, by means 
of legislative action, can not be too earnestly urged upon 
the Legislature. 

The building association system was originally no more 
intended for the accumulation of wealth by means of large 
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profits or the realization of extraordinary dividends, than 
the system on which were founded the magnificent insti- 
tutions which may justly be called the pride of the Empire 
State, and which, to-day, are the custodians of more than 
six hundred millions of dollars of the savings of our indus- 
trious poor. 

A building association, although an accumulator of small 
savings, was not originally intended, nor should it now be 
represented as a permanent custodian of accumulated 
wealth; but, being of a purely local character, its chief 
object should be the mutual advantage of its members 
through the medium of small advances in the nature of loans 
for building purposes only, to be refunded by the borrower 
on the instalment plan, in such amounts and at times best 
suited to his convenience. For example, if A. B. become a 
member of a building association, and after having accumu- 
lated sufficient means to purchase a vacant lot in the vicin- 
ity of his residence, and after obtaining ownership, lie 
applies to the association for a loan with which to found a 
little home for his family, offering as security a first mort- 
gage on his premises, it can not be too strongly asserted 
that the association should take a mutual interest in aiding 
A. B. to procure a homestead, and under no circumstances 
should he be deprived of the right to refund in such install- 
ments, no matter how small, as he may be able to offer. 
But it should not be forgotten that too much liberality is 
equally as dangerous as none at all, and the loan should 
not only be amply protected by the mortgage, but the abil- 
ity of the borrower to save from his earnings sufficient to 
refund the loan should be reasonably well established. 
When an association, however, with a few thousand dollars 
at its disposal, becomes actuated by a desire for excessive 
and immediate profit, calls a meeting of its members, puts 
up its funds at auction and offers loans to the highest bid- 
der for the purpose of obtaining enormous premiums, it 
immediately abandons its original purpose and can not be 
called mutual in anything but name. And while it must also 
be admitted that the large profits of which some of these 
associations so proudly boast, are nothing more than 
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exactions from their own members, by way of fines and 
premiums, it is yet to be demonstrated how such a method, 
which is simply taking money out of one pocket, with a bare 
chance of putting it into another, can ever result in perma- 
nent advantage to a majority of the members of any asso- 
ciation. 

When such an association is formed in any locality its 
first motive generally is to impress upon the residents of 
its neighborhood, particularly the working classes, the belief 
that its sole purpose is the procurement of permanent 
homes for its members, through the medium of mutual 
co-operation. But when a premium of twenty or thirty per 
cent, is exacted from a borrowing member, by means of 
competition or auction sale, it must certainly be admitted 
that the benefit is more imaginary than real ; as no prudent 
investment can be expected to realize, within a reasonable 
time, such an immense profit, in addition to the ordinary 
rate of interest. Statements have been made in connection 
with several of these institutions during the last year, to 
the effect that a bonus as high as forty-five per cent, has 
been charged to a borrowing member. Such a condition 
of things, while showing an immediate gain in favor of the 
loaner, can not be regarded without serious apprehensions 
of ultimate disaster, and no man of ordinary intelligence 
could be induced to offer such an enormous premium, with- 
out some extraordinary inducement in addition to the priv- 
ilege of re-paying in weekly installments, because there are 
numerous other sources from which money can be obtained on 
equally advantageous terms without any premium whatever. 

It may be urged that such a premium redounds to the 
benefit of the borrower as well as to the lender by going 
into the treasury to be loaned again for the benefit of all 
the shareholders. While such may be the case in theory, 
it can hardly be claimed to have ever resulted in any per- 
manent advantage to either borrower or lender. Take, for 
instance, a workingman earning two dollars per day, who 
if relieved from the burden of paying rent, could man- 
age to save $200 per year. After having saved $500, 
he conceives the idea of building a home for his family at a 
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cost of $2,000. He joins a building association, subscribing 
for fifteen shares of $100 each, for which he agrees to pay 
seven dollars and fifty cents per month, or fifty cents per 
month on each share, and applies for a loan of $1,500, or 
(to use the phrase common in such associations) " he bor- 
rows fifteen shares," for which he agrees to pay seven dol- 
lars and fifty cents per month, and offers as security a first- 
mortgage on the premises he intends to purchase. The 
amount is freely offered, but he finds that he is not the only 
member wishing to borrow, and the highest bidder must get 
the preference. The auction begins, the bidding becomes 
spirited and finally reaches forty per cent., and the loan 
goes to the workman at said figure. He goes to the desk 
to receive the prize, but he finds that in order to secure it 
he must not only deposit a first mortgage on the premises 
he intends to buy, but he must also pay a premium ef $600^ 
which, if deducted from the face of the loan, would leave the 
amount actually paid to him only $900, or $600 less than he 
needs as purchase-money. See text, Jan'y 1, 1889. It would 
then become necessary for him to procure an additional loan 
of $600, offering as security a second mortgage on the same 
premises ; but admitting that such a loan may be obtained, 
it is certainly not unreasonable to suppose that the party risk- 
ing his money on a second mortgage would demand at least 
as large a premium in proportion to the amount loaned as the 
association which holds the first mortgage, and having no 
means of paying a premium in advance for the second loan^ 
he will be obliged to execute a second mortgage for $1,000 
in order to secure the amount required. 

If in this manner he should succeed in procuring the 
amount necessary for the purchase of his new home, he 
would take possession under a debt of $2,500, the interest 
of which, at five per cent, per annum, would amount to ten 
dollars and forty-one cents per month, which, when added 
to liis stock subscription, would increase his monthly dues 
to seventeen dollars and ninety-one cents, or one dollar and 
twenty-five cents in excess of his monthly savings. 

On discovering his inability to pay his weekly or monthly 
dues, without any means at his disposal for the payment of 
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taxes or insurance, in addition to his second mortgage, he 
will doubtless realize the fact that excessive premiums hare 
not only failed to provide him with a home, but hare 
plunged him into bankruptcy from which he may possibly 
never recover. 

The probable over-valuation of mortgaged premises is 
another matter of serious importance in connection with 
building associations, and it is only necessary to refer to 
past experience in order to locate misfortunes resulting 
from the investment of trust funds when unrestrained by 
statutory enactment. 

If the law prescribes a specific value for all premises 
mortgaged to savings banks, whose officers and trustees are 
almost invariably men of tried experience, and whose whole 
time and attention are given to their official duties, is it not 
an absolute necessity, for the future welfare of building 
associations, to limit the discretion of the officers, whose 
experience is not only very limited, but whose daily toil 
often renders it impossible for them to give due considera- 
tion to the duties intrusted to their charge. 

If the law prohibits the former from making mortgage 
loans in excess of fifty per cent, of the appraised value of 
the mortgaged premises, there can be no just reason for 
granting unlimited discretion to the latter, and if actual 
occupancy of the mortgaged premises be held as an argu- 
ment in favor of the borrower, there should be a margin of 
at least twenty-five per cent, as a guard against bankruptcy 
and future fluctuations. 

The professional speculator would not dare risk his own 
money on real estate security, without feeling sure of a safe 
margin for market fluctuations, and the conservative busi- 
ness man would require a margin of at least twenty-five per 
cent, in such cases. But the established custom of making 
advances to the highest bidder, while it may appear a 
source of temporary profit, may also result not only in 
financial ruin to the borrower, who may have overtaxed his 
resources or means of payment, but may also burden the 
association with undesirable and perhaps unmarketable 
real estate. 
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A remedy for existing evils, and a preventive of new ones, 
must have their foundation on judicious legislation, and 
while the Act of 1851 remains unrepealed, it is difficult to 
lind a remedy for past or future abuses. Restrictive meas- 
ures and supervisory provisions are matters the importance 
oi which cannot be too strongly urged upon the Legislature. 
It must not be forgotten that these institutions were orig- 
inally intended to be of a local character, deriving all bene- 
fits and advantages from the efforts and co-operation of the 
members ; but when an association employs agents for the 
purpose of soliciting subscriptions beyond the limits of its 
own locality, co-operation must certainly cease in order to 
make room for speculation ; I would, therefore, urge upon 
the Legislature the necessity of limiting the boundary of 
every association at least to the precincts of the county in 
which its office is located, or to the adjoining counties. 

For a proper supervision of these associations two plans 
may be suggested, either of which, if properly followed, can 
not fail to be productive of good results, viz.: state super- 
vision and county or local supervision. 

By state supervision a bureau might be established 
with special powers over the organization and general 
management of all such associations within this State, 
the expense of which should be borne not by the associa- 
tions, but by the State itself. By local supervision the 
clerks of the various counties might be granted special 
powers over the organization and general management 
of all the associations within their respective counties, and 
each county should bear the expense of the supervision of 
its own associations. 

The latter, it is believed, would be the better and the 
more satisfactory of the two, but as the law now stands 
they are supposed to file certificates of organization in one 
department of the state government and to report regularly 
to another department, but the fact is that they are practi- 
cally, as a rule, entirely at the mercy of their respective 
officers, and the State or county has but a very limited 
knowledge of their financial standing." 

The early history of these associations in this State is not 
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encouraging. At the start their benefits were so feryentlr 
advocated that instances are not wanting where believers 
became fanatics and in unlimited faith left the management 
and investments to the scheming few who were jnost offi- 
cious and least honest. The result was disaster and dis- 
trust towards these associations. 

The following legislative report is, I believe, the only one 
that hsis ever been made, either in this country or elsewhere. 
It is well considered and historical in character. I have 
concluded to insert it, because it is difficult of access and 
is exceedingly relevant as a part of the introduction to the 
following work. 

It may be found in the third volume of Assembly docu- 
ments, is numbered 46 and dated January 29, 1856. It 
states that a special committee was appointed at the pre- 
ceding session of the Legislature of the State of New York, 
to examine into the condition of the building associations 
in the City of New York, and to " report to the next Legis- 
latue if there is any further legislation necessary for the 
protection of persons engaged in such associations." 

The report further states that the committee ** have per- 
formed the labor contemplated by the resolution, with a 
determination to probe the whole subject, and with a desire 
to ascertain the true cause, if any, of complaints against 
building associationSj their officers and management." The 
report is to the effect that about the years 1849 and 1850, 
several voluntary associations were formed io the City of 
New York, in which funds were to be raised by subscrip- 
tions of the members, and which funds were to be loaned to 
the person (being a member) who would allow the highest 
premium. The real object was, by joint effort of individr 
uals of humble means, to secure for each a home. " The 
idea, as well as the mode of management, seems to have 
been borrowed from a system already in vogue in Great 
Britain. Rumors of its wonderful success there, together 
with the assurance to the public that the evils which had 
been discovered in the English associations, had all been 
avoided in the American, gave il an impetus in the City of 
New York, which amounted almost to insanity. The hope 
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of wealth — always strong — with any prospect of its realiza- 
tion, ever comes to the poor man with the power of an 
inspiration. Few are so stolid that the words * A HouKe,' 
'A Home,' will not arouse them to an effort. 
<^This feeling became so formidable, that it besought the 
Legislature for an Act to legalize the formation and man- 
agement of building and mutual loan associations, and on 
the 10th day of April, 1851, was passed the *Act for the 
incorporation of building, mutual loan and accumulating 
fund associations.' It will be seen by reference to Section 
Eight of this Act, that provision was made for all associa- 
tions of a tenor similar to those contemplated by the Act, 
to avail themselves of the privileges thereby guaranteed ; a 
privilege which was not neglected, and which is a full 
explanation of the apparent incongruity of bidlding and 
mutual loan associations having been formed as early as 
the year 1850, and working and deriving all powers as legal 
corporations from the Act of 1851." ***** 

The whole number that complied with the Act of 1851 was 
seventy-two. Their names appear in a schedule attached 
to the report. Scarcely half of these associations were in 
existence at the date of the report. Many were voluntarily 
abandoned before any loans were made, and others, where 
practicable, closed before complexity of obligations did not 
utterly preclude. 

The number found in operation, and which received the 
attention of the committee, was thirty-six; their names 
appear in an appendix to the report, together with the 
written testimony. 

" Two causes which have had much to do with the crea- 
tion and embarrassments of these associations, may not 
inappropriately be alluded to. The one was the commer- 
cial activity which followod the discoveries on the Pacific, 
and the other the commercial crisis consequent upon an 
extended trade, which those discoveries had seemed to war- 
rant. At first every species of trade became active ; wages 
high and money plenty with all. The humble, who could 
spare a portion from the earnings of a month, and the more 
fortunate, who had become owner of a lot rushed to these* 
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associations, the one to obtain money wherewith to build, 
and the other to gain the speedy increase upon his deposits, 
which was promised to all. Thus building associations 
increased; borrowers increased; and so long as their 
demands were unsatisfied, new associations would spring 
up. Disappointed in one, the applicant for money rushed 
to another, and another, and so on. Instances are not 
wanting in which persons have incurred liabilities in half a 
dozen different associations. This state of things produced 
great competition among borrowers, a competition based, 
not on the reduced rents and stagnated trade which ensued, 
but upon the golden harvest which the first consignments 
from California seemed to warrant. The consequence was 
that borrowers took upon themselves burdens which, in any 
event, must have been severe, but which time has shown 
were wholly unjustifiable. It is not too much to say that 
nine-tenths of all the troubles encountered by building asso- 
ciations are from this source, and that nine-tenths of all 
complaints are from the class called redeemers or borrow- 
ers ; a class who have besieged the committee, and who are 
now besieging the courts to obtain relief from liabilities 
voluntarily — and without fault of those to whom they are 
liable — incurred. 

The general failures of building and mutual loan associa- 
tions are so similar, that a synopsis of one would answer 
for all. To illustrate their workings and objects, therefore, 
we will suppose : an association is formed, say of five hun- 
dred shareholders, they are to pay upon each share three 
dollars per month, as monthly dues, until a fund has been 
accumulated large enough to divide to each share the sum 
of eight hundred dollars. To hasten the period of division, 
and at the same time to benefit the shareholder, the funds 
are to be kept active. It is done in this wise ; whenever the 
treasury shall have in it the sum of eight hundred doPars, 
the shareholders convene, a sort of auction is gone through 
with, by which that shareholder who will take the least 
portion of the eight hundred dollars, in lieu of waiting until 
the final dissolution and then have the whole sum, is allowed 
to have such portion as he shall have bid, or declared him- 
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self willing to take. The sum is then given him upon his 
giving security to be approved, that he will continue to pay 
his monthly dues as before, together with six per cent, per 
annum interest, on eight hundred dollars. This payment 
to continue, of course, until the final dissolution of the 
association, unless the security be cancelled ; a power given 
in most of the associations to the trustees, to be exercised 
in such manner, and upon such terms, as they may deem 
best for the interests of all. At the final dissolution, a 
shareholder who has drawn his funds and been bound in 
the manner supposed, receives back his security,; in other 
words, his obligations are cancelled. 

A little examination will suffice to convince any one that 
the interest thus paid is vastly inore than seven per cent. 
To avoid the harsh name of usury, the transaction is called 
the ^ redemption of a share,' and payments are called pay- 
ments of dues. Its simple name is, a loan to the share- 
holder. Its effect is to release the association from ever 
paying such shareholder the eight hundred dollars, but to 
hold him to a return of that whole sum into the treasury, 
together with interest. The real interest which the 
redeemer or borrower thus pays, depends entirely upon the 
discount he- has submitted to in obtaining his money. 
Instances not a few, have occurred in which this discount 
upon a share ran as high as one-half, or to four hundred 
dollars. In the outset, competition among shareholders to 
get the first opportunity to redeem, was so great, that the 
average rate of discount upon a share might be stated at 
thirty-three and one-third per cent. Of course this average 
would not be true of any period in the year, but it is an 
average of the whole time. The committee has learned of 
no case in which the borrower or redeemer did not submit 
to some discount. 

The security always required is a mortgage upon real 
estate. Upon the negotiation of any loan, the specific real 
estate proposed is examined by a committee as to value^ 
and by counsel as to title. And here, the committee would 
state, has been one fruitful source of complaint. In many 
associations, loans have been made upon property previ- 
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ously mortgaged Through this means much loss has been 
sustained. It is not presumed by the committee that the 
trustees, in making loans under such circumstances, have 
acted in bad faith. It may have arisen, in some instances, 
irom gross negligence; as for instance, in the Knicker- 
bocker Building Association. In the majority of cases, 
however, the committee believe that the trustees who have 
permitted loans upon second mortgages committed 'an 
error of the head and not of the heart.' The losses from 
this source, however, are not so great as might be expected. 

In order to secure promptness on the part of sharehold- 
ers and borrowers, in paying the monthly instalments, in 
our supposed association, a system of fines is established. 
It will be perceived by the second section of the Act before 
referred to, that something of this kind was anticipated, 
and every association was clothed ^ith power to fix by its 
by-laws, * the fines and penalties for non-payment of dues 
or fees.' The sliding scale seems to have been generally 
adopted, together with a proviso, * that all shares on which 
no payment has been made for six months, may be for- 
feited.' By the operation of this rule, a mere shareholder 
who was in arrears for six months, might be compelled to 
lose whatever he had paid in ; but a person wjio had made 
a loan would be under far different circumstances. He 
would find his property not only embarrassed for an amount 
nearly double of what he had realized, but upon this would 
be accumulated the dues and fines for his delinquency. 
Prom the operation of this rule much complaint has arisen. 

We will give our supposed association another feature, 
viz.: the right of a shareholder, from sickness or misfortune 
to withdraw, in case the trustees permit it ; for this is the 
spirit of the by-laws of four-fifths of the associations now 
in operation. From the operation of this rule much com- 
plaint has arisen. 

The foregoing outline of an association and its manage- 
ment does not embrace all the peculiarities of building 
associations. Enough, however, are given to make clear 
the complaints and the motives by which complaints are 
actuated. The committee speak with confidence upon this 
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point. The public manner in which their investigations 
have been conducted, has enabled them to reach every 
alleged grievance. Every complaint has received patient 
attention and thorough investigation. Wherever it was 
possible, the officers, or board of officers charged with any 
wrong have been brought before the committee, and the 
particular charge stated for explanation. Besides this, 
each association has been required to furnish a general 
statement of its mode of doing business and its financial 
condition. A great share of the labors of the committee 
appear by affidavits and proofs herewith submitted. But a 
greater share — and which consisted in a personal inspection 
of books, the examination of by-laws, investigation of com- 
plaints not deemed of sufficient importance to reduce to 
writing — could not well be made to appear on paper, and 
yet, from the very nature of the case, must form a portion 
of the basis of their conclusions. 

The complaints may properly be classified as follows : 

1st. From redeemers, or persons who have borrowed. 
2nd. From shareholders wishing to withdraw. 

The motive for the first class is to be relieved from fur- 
ther burdens, and.the motive for the second class is to secure 
what they can. The reason which makes it a burden for 
the borrower to pay his monthly dues, is his discovery that 
he must continue this payment until long after he has paid 
eight hundred dollars in amount, and the interest thereon. 
The reason why the shareholders wish to withdraw, is the 
discovery that what he makes is some one's loss, and by 
the most skillful management, such as to prevent loss to 
any one, his monthly deposits are at best but so much 
saved, with a small interest to be added. Under economi- 
cal management, with no fluctuation in trade to aflfect the 
steady earnings of labor, it can not be denied that these 
associations would be equal in benefit to the ordinary sav- 
ings bank. For a depositor to accumulate faster than at 
some legal interest, some partner or shareholder must dis- 
count or deduct a portion of his own share. These asso- 
•ciations are formed on the supposition that most of the 
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shareholders will do so. In no other method can the mere 
depositor of his monthly dues make any profit in the trans- 
action. There is no legitimate system of loans of money^ 
by which an indiyidual, by the prompt payment of three 
dollars monthly for eight years (that being the length of 
time generally supposed in 1851 to have been necessary for 
an association to make its ultimate dividend) could realize 
the sum of eight hundred dollars. It is not, therefore, very 
strange that the discovery of this fact by a person who, 
under the influence of an all-pervading infatuation, had 
heavily encumbered his property for a trifling considera- 
tion, which consideration would all be refunded in eight 
years, should feel more and more anxious in regard to his 
burdens, by so much as the prospect became more distinct 
that the eight years of faithful payment of dues was but the 
beginning of his effort to obtain * a house' and 'a home.' 
Few would murmur at any bearable burden, for a definite 
period, if the reward was adequate. 

Besides these complaints, mismanagement has been 
charged. In the Knickerbocker Association great discontent 
has prevailed, and not without reason. It is but justice to 
say that an entire new board of officers is now selected, 
who manifest a determination to retrieve, as far as possible, 
the embarrassments entailed by their predecessors. In 
this connection, it may be well to remark, that for evils in 
the management of these associations the members have the 
remedy annually, by the selection of a new board. 

At present nearly every association is in process of wind- 
ing up its affairs. But one or two make any loans what- 
ever. The method pursued to close (for none are able to 
divide the amount first proposed) is not the same in all. 
In some the ultimate value has been reduced. In most the 
receipts are appropriated to paying off persons wishing to 
withdraw. 

It will be seen that all can not withdraw at once, and 
hence in some associations the receipts are put up at auc- 
tion, and the person who will take the smallest sum for his 
share is first paid off. In most associations, however, the 
full sum is returned, with an interest varying from five to 
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ten per cent. To determine who shall first be paid off, the 
secretary keeps a record of applicants for withdrawal of 
shares, and these are paid in the order recorded^ 

From this brief view of the complaints and their causes, 
without any extraneous evidence, it might be correctly 
inferred the secret of all is in the system. The cases of 
individual hardships which have come to the knowledge of 
the committee, and some of which are noted in the testi- . 
mony herewith submitted, are precisely the same as are 
happening in all the relations of trade. In none of these, 
if the same grievance has been felt in a private transaction, 
would a murmur have been lisped. Men who ignorantly 
embarrass themselves, keep their sorrows to their own con- 
science and profit by the lesson which experience teaches. 

In coming to a conclusion as to the duty of the Legisla- 
ture in this matter, the committee is embarrassed by the 
fact that these associations are all voluntary. That the 
burdens, liabilities and responsibilities are voluntarily 
assumed. That while it is manifestly the duty of govern- 
ment to protect the weak against the strong, that any legis- 
lation tending to distinguish between the liabilities of per- 
sons on the basis of mental capacity, or to relieve the 
improvident from the just consequences of voluntary acts, 
must ever be liable to objection. Yet, that something is 
demanded of the Legislature in this instance, is apparent 
from the fact that the principle of legislation in the matter 
was established by the passage of the Act of April 10, 1851, 
Under the impression that that which conformed to the 
provisions of law, must be all that its advocates asserted, it 
is probable that thousands of persons of limited information 
have invested their little gains in these associations. The 
testimony reveals the fact that of the subscribers, the great 
bulk are in the humble walks of life. That included in the 
number are sewing girls, apprentices, widows and married 
women, who are the real head of their families. These 
cla.sses should never be left a prey to the unfeeling, and no 
system of legislation should encourage them into a toil in 
whicl^ the dishonest financier might rob them of their earn- 
ings. 
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For these reasons, the committee have come to the deter- 
mination to recommend a repeal of the act to legalize 
building and mutual loan associations. In doing this, 
proper caution should be observed not to inflict a greater 
evil than is proposed to be remedied. As a rule, the Leg- 
islature can not deprive men or corporations of vested 
rights ; but in the Act referred to at Section 15, the right of 
the Legislature to repeal is expressly reserved. From this 
it may be argued that all obligations, rights, or liabilities, 
assumed by shareholders, were subject to the contingency 
o! a repeal at any moment. To guard against any miscon- 
struction, some appropriate reservation should be made in 
regard to associations now in existence. So far as &ese 
are concerned, they are now nearly all in process of closing. 
This circumstance has also embarrassed the committee. 
Were they attempting to make loans and to compel pay- 
ment of dues under these penalties, the committee would 
feel in duty bound to recommend stringent legislation. 

The idea of appointing a general receiver has been sug- 
gested. This project, while it has the appearance of plau- 
sibility, is open to objections. If it woidd lessen the 
expenses, it might, in this view, be not without its benefits. 
But the committee do not discover that such a step would 
tend in the slightest degree to hasten — what all are aiming 
for — ^to close up their associations. 

There is still another embarrassment which building asso- 
•ciations are beginning to feel. By Section 7 of the Act, it 
will be perceived that no association shall be closed until 
the ^ultimate value' of a share can be divided to each 
shareholder. On this ground some who have borrowed 
money from associations that are closing up, by paying 
back to shareholders their deposits, with a small interest, 
claim that the association has violated the general law of 
its incorporation, and hence refuse to pay their monthly 
dues and interest. To meet this, and all cases similar, the 
committee would recommend that the action of any associa«- 
tion towards closing up, be declared legal and valid, and 
that any association may wind up at any time, upon a deter- 
mination of a majority of the unredeemed shareholders so 
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to do ; the borrower to be protected in such case by having 
his mortgage cancelled upon paying into the treasury what- 
ever sum he received, with interest, less the payments of 
dues already paid." 

The foregoing report is signed by the members of the 
committee, Messrs. R. A. Jimmerson, T. Stuyvesant and 
John D. Dixon. 

Despite the statements made in the foregoing report, the 
benefits to be derived from building associations, when con- 
servatively managed, are demonstrable, and the new-bom 
faith of the people in such associations is evidence of the 
fact that they meet a want. It is not my purpose however, 
in this introduction to discuss, the reasons which may be 
urged in favor of or against these societies. A perusal of 
this work will, it is hoped, enable the careful reader to draw 
his own conclusions. Time will show whether his inferences 
are correct. At all events, the surest way of averting a 
breach of the serious trust involved is to point out to each 
member his duties, liabilities and benefits. It will obvi- 
ate, as far as possible, that otherwise necessary confidence 
in a few who happen to be the most ambitious members. 
When each member can have intelligent ideas of the whole 
law and method of co-operative association, of its legal 
organization and the precise duties of officers and mem- 
bers, it is fair to conclude that after investigation more 
self-reliance will obtain. 

It is with these views that I have prepared this volume, 
without the slightest pecuniary reward, with comments on 
the several sections of the statutes governing these associa- 
tions. 

W. S. P. 

Bankino Dbpabtment, 
Albany, iV. F., Februoflry 14, 1889. 
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CO-OPERATIVE BUILDING AND LOAN AfiibUcIATIONS. , 



CHARACTER OF CO-OPERATIVE BUILDING AND 
LOAN ASSOCIATIONS— TERMINOLOGY USED, 

The general nature of co-operative building and loan asso- 
ciations, and the character of their financial plan can be 
more intelligently and lucidly explained by an illustration 
than by a description in abstract terms. Let one hundred 
men associate and agree, for example, to lay aside out of 
their wages or income, one dollar per months and make this 
aggregate savings of all a common fund. Let them loan 
this fund, or parts of it, to members of the association who 
pay interest for its use. The demand for the loan will 
exceed the immediate supply of loanable funds, and the 
competition of prospective bon-owers can be i^ised to the' 
fair pecuniary gain of the association, by awarding the loan 
to the member willing to pay the highest bonus, bid, or 
jjremium^ which the member pays exclusive of interest. The 
.sources of income to the association are the interest on the 
loan and the premium, which interest and premium being 
iidded to the common fund and again loaned, also produces 
profit. Let the agreement between the members be that 
they will continue their monthly payments until the treasury 
of the associoition contains such a fund as will, if divided 
into as many parts as there are members, give to each mem- 
ber a fixed sum of two hundred dollars. It will be seen 
that under ordinarily prosperous conditions, the common 
fund will have attained a sufficient amount to yield two 
hundred dollars to each member long before two hundred 
months have passed. The profits of premiums and of 
compound interest being added at monthly or bi-monthly 
intervals will be increasing the monthly dues of dollars paid 
by each member, augmenting the common fund and pro- 
portionately shortening the time required for the fund to 
yield two hundred dollars to each member. Let the right 
and ownership of each contributor in this plan, agreement 
and , fund, be termed a share^ the regular monthly payments 
as dues; the bonus or bid which the borrower pays for the 
loan, exclusive of interest ,.jt;re?/i2W7/i; the accumulated dues, 
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capital; the contributors, members; the amount paid each 
contributor at the final dirision of the fund, as matured 
value of each share, and the common terminology of these 
associations is thus explained. 

If a contributor desires to pay a multiple of the amount 
of regular dues, he is entitled to a proportional part of the 
matured value of the shares. If he pays two dollars per 
month, he is said to own two shares, and would be entitled 
to four hundred dollars at the final distribution of the com- 
mon fund. 

These are the general features of the association as to 
the contributing members, who merely invest their savings 
for the purpose of accumulation. The other object, the 
home building and purchasing power, and the aid in this 
direction given to members, is of more importance. Sup- 
pose a member desires to buy a house, or a lot for the 
purpose of building a house thereon, and wishes to borrow 
the purchase money. At the periodical loaning of the 
common fund, or parts of it, the intending purchaser bids 
for the loan, and if successful, contracts to repay it with 
interest and the premium he has bid together with his dues 
on his shares as a member. At regular intervals he pays 
installments of interest and his dues on his shares, and 
these dues are deducted from the principal of his loan and 
interest on that proportion of it then ceases. The loan 
cannot exceed the matured value of the shares owned by 
the member. As these shares are being paid on and par- 
tially maturing every month by the payment of the regular 
dues, the borrower actually pays oflf his loan in monthly 
installments, and at the final distribution it will be found 
that the matured value of the shares of the borrower will 
equal and oflfset the amount of his loan. The ease and 
convenience in paying oflf the loan is therefore apparent 
and can be of great benefit to men of moderate and regular 
income. The mutuality and co-operation in the scheme' 
lessens the actual interest the borrower will be required to 
pay for his loan, as he participates in the benefits of the 
interest and premium he has paid. In the event of the 
association enjoying financial prosperity, his shares may 
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mature at an early period, and his total payments may be 
less than the amonnt he has borrowed. 

Such are the leading characteristics that obtain in all 
associations. The details of the methods employed to work 
out these beneficial results thus^Driefly outlined will be more 
fully explained in the succeeding pages. 

In the State of New York there are two statutes that 
create and govern the legal organization and operation of 
associations in this State. The first statute was enacted in 
1851, and forms Chapter 122 of the session laws of that 
year. It was amended by Chapter 504 of the laws of 1875, 
and again amended by Chapter 96 of the laws of 1878. 
The second statute became law in 1887, and forms Chapter 
556 of the session laws of that year. Each of these two 
statutes is independent of the other, and for simplicity and 
economy of space, will be separately discussed. 

UNINCOEPOEATED OE VOLUNTAEY ASSOCIA- 
TIONS. 

The voluntary association of- several members into a 
building and loan society or company, carrying on the reg- 
idar business of such an organization, but without the 
express sanction of the legislature, is known as an unin- 
corporated or voluntary association. Such organizations 
differ from incorporated associations in that they live under 
the general law of the community, are amenable to the 
usual rules of business customs, and are not allowed those 
special and peculiar privileges granted to incorporated 
associations by the legislatures. They have been aptly 
termed multifarious partnerships, thereby expressing the 
joint interest of the members and their continuing joint 
liability. Incorporated associations, however, may be said 
to be partnerships. 

In re National Savings, etc., Building Association, 9 Weekly Notes of 
Cases (Pa.), 79. 

Incorporation has the greater advantage of fixing the 
burden of responsibility and limiting the liability of stock- 
holders. Voluntary associations are amenable to the gen- 
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the general law and cannot claim the priyileges of the 
statutes enacted for those created by them. 
Melville v. American Benefit Building Association, 88 Barb. 108. , 

They seem to be liable for usurious exaction of interest and ' 
cannot receive premiums. 

The criterion of legality between the members of a vol- 
untary association is the constitution of the association and 
the by-laws, and the by-laws must not violate the spirit of 
the association. 

Powell tJ. Abbott, 9 W. N. C. (Pa.), 231. 

The transactions of such an association are consummated by 
the trustees, who hold the legal title to the property of the 
association. 

Voluntary associations may become incorporated by fol- 
lowing the provisions of the special statutes governing these 
associations. See index. 
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"AN ACT FOE THE INCOEPOEATION OF BUILI>- 
ING, MUTUAL LOAN, AND ACCUMULATINa 
FUND ASSOCIATIONS." 



Chapter 122, Laws of 1851» 

AS AMENDED BY 

Chapter 564, Laws of 1875» 

AND 

Chapter 96» Laws of 1878. 
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SECTION I. 

ASSOCIATIONS, HOW ORGANIZED— MINIMUM NUMBER OF 
INCORPORATORS— OBJECTS AND PURPOSES OP THESE 
CORPORATIONS. 

§ 1. Any number of persons, not less than nine, may as- 
sociate and form an incorporated company for the purpose 
of accumulating a fund for the purchase of real estate, the 
erection of buildings, or the making of other improvements 
on lands, or to pay off incumbrances thereon, or to aid its 
members in acquiring real estate, making improvements 
thereon, and removing incumbrances therefrom; and for 
the further purpose of accumulating a fund to be returned 
to its members, who do not obtain advances as above men- 
tioned, when the funds of such association shall amount to 
a certain sum per share, to be specified in the articles of 
association. 

The minimum number of incorporators is fixed at nine. The objects of 
the association are varied : (1) to purchase real estate; (2) to erect or im- 
prove buildings; (3) to pay off mortgages ; (4) to aid meml^ers in acquiring 
real estate, improving the lands and paying off mortgages on the lands, by 
advance to members; (5) to accumulate a fund for the benefit of members 
who do require advances. 

It is clear that besides the usual custom of these associations, they have 
power under this statute to purchase and improve real estate as an asso- 
ciation enterprise. ^ Non-members may borrow the accumulated funds. 



SECTION II. 

ARTICLES OF ASSOCIATION— NAME-MEETINGS— QUORUM— 
QUALIFICATIONS OF MEMBERSHIP— OFFICERS— FEES AND 
DUES AND FINES-REDEMPTION OF SHARES BY AD- 
VANCES—PREMIUM—SECURITY FOR LOAN— TRANSFER 
AND WITHDRAWAL-INVESTMENT OF SURPLUS FUNDS- 
PAR VALUE OF SHARES— AMENDMENTS TO ARTICLES. 

§ 2. Such persons shall severally subscribe articles of 
association, in which shall be set forth the name of the cor- 
poration/the time of its regular meetings/ and how special 
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meetings may be called, rad what shall constitute a qtiomm 
to transact business at meetings ; the qualification of mem- 
bers/and how constituted y what officers, trustees and attor- 
ney there shall be^^and how and when chosen, and their 
duties/and how removed or suspended from office^ the en- 
trance fee of new membersyand new shares/ the monthly or 
weekly dues per share/the redemption fee on shares on 
which advances sludl be madey^and fees to be paid on the 
transfer of shares /the fines and penalties for non-payment 
of dues or fees,/or other violation of the articles of associa- 
tion; /the maimer of redemption of shares by advances 
made thereon/the mortgi^ed security to be taken on such 
advances/ana how the same may be redeemed or changed ; 
the manner of the transfer/ or withdrawal of shares ;' the 
manner of investing funds not required for advances on 
shares/ the qualifications of voters at the meetings/and the 
mode of voting/ the ultimate amount to be paid to the 
owners of xmredeemed shares/ the manner of altering or 
amending the articles of association/and such other pro- 
visions as shall be necessary for the coi^venient and effec- 
tive transaction of the business thereof; provided that the 
same shall .not in any respe^ contravene the constitution 
or laws of this State. 

Cleneral Remarks. 

These articles serve the purpose of the constitation of an ordinary 
corporation. It will be noticed that all the important topics that nsoally 
form the substance of a constitution are set forth in this section. The 
clause providing " and such other provisions as shall be necessary for the 
convenient transaction of the business thereof " is a further evidence that 
the legislature intended this section as a full exposition of all the neces- 
sary regulations assumed by the incorporators of the new association. 
The preparation of these articles is a most important duty/Hherefore, 
and should be carefully performed, because they form the organic 
law of the new corporation, the compact between the members mutu- 
ally, and between the corporation and third parties. All the principal 
transactions of the corporation are to be governed by them, and on 
their efficacy and adaptability the future prosperity of the association 
largely depends. Section 2 explicitly point(B out the topics that are to 
be regulated, but leaves their regulation to the judgment and discretion 
of the incorporators. The prohibitory clauses that nothing in the arti- 
cles or amendments thereof shall contravene the Iftws and constitution 
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of this State and of the United States is surplusage; without this clause, 
the general principles of law would intervene and nullify objectiona- 
\Ae matter. 

The articles must be in the truest sense for the carrying out of the 
object of the association. They must, therefore, maintain the qualities 
of mutuality and co-operation. They serve as a continuous notice of 
the duties and requirements exacted by and expected^ of members in 
dealing with one another, and in transactions between the association 
and outside third parties. The unfolding of the plan of business draws 
others within its circle and guarantees a quasi-official security against 
misrepresentation or deception. 

Again, the admission of any provision or condition in the articles of 
association which may be inconsistent with, and repugnant to, the 
general object of the association, may result in a forfeiture of corporate 
powers, and the Attorney-General of the State may bring suit for disso- 
lution. On this subject it was decided by a Pennsylvania Court (Becket 
V, Uniontown Building Association, 88 Pa. St. 211) that provisions or 
by-laws contrary to the general intent of associations may become a 
ground of forfeiture of corporate rights. It has been held that the 
practice of discounting notes would work a forfeiture and inferentially, 
a provision in the articles of association for the transaction of this busi- 
ness would raise ground for dissolution (see index, ** Discounting,'* 
** Powers"). If these evils should exist, individuals or corporations 
could not, however, raise the question of illegality in a suit concerning 
the business of the association or the interests of its jnembers. The 
objection can only be raised by the Stafce on the apj^lication of the 
Attorney-General. If defects exist in the articles, such as a misstate- 
ment as to the capital stock, or even the failure on the part of some 
incorporators to subscribe the articles, these will not avail either third 
parties or the association ; the only way in which the error can work 
evil is through the application of the Attorney-General for the dissolu- 
tion of the imperfect organization. 

Second Manhattan Building Association v. Hughes, 4 Abb. App. Dec. 
183. 

Mechanics Building Association v, Stevens, et al.y 5 Duer 676. 

The distinction is based on the theory that no one but the State can ob- 
ject to the faulty performance of the corporation's duties to the State. 
The fact of corporate existence, despite an irregularity in the articles of 
association, is legally established ; but the attempt to enforce any pro- 
vision not authorized by law would be ineffectual. So, therefore, if 
there is anything in the articles of association inconsistent with the 
general intent of the statute, any legal proceeding to set it in motion 
would fail. Again, if the articles of association are in nature or effect 
antagonistic to the spirit of the statute from which it claims birth and 
privilege, they will preclude the association from claiming the benefits 
of the statute. 
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Tlie Name of the Corporation. 

In selecting the name of the association, care should be taken that it 
does not closely resemble that of an existing association. The object of 
a name is to distinguish one association from all others and prevent fraud 
or mistake. The reputation of a particular name may become valuable 
property, and its assumption by a corporation of subsequent organisa- 
tion, or by change of the name of one already in being, will be pre- 
vented by courts of equity. There are, however, certain parts of cor- 
porate names that may be used as common property, such as terms of 
description, "co-operative," ** mutual," "benevolent" and kindred 
appellatives; and names of localities as "Harlem," "East Side" and 
similar designations. But the main object, the distinguishing of the 
association from all others should be carefully pursued. Abstract and 
arbitrary terms, such as "Safety," "Reliance," "Security," are not 
proper names for a new organization, if they have been assumed by one 
in existence in the same locality. In the selection of the name it would 
be advisable to examine the records of the clerk of the county in which 
the association is organized and thus avoid the unintentional repetition 
of a name already adopted. 

Meeting^Sy Regrular and Special— Notice of— Quorum. 

The meetings of an association may be classified as regular and spe- 
cial. Regular meetings are ordinarily the annual, monthly, or semi- 
monthly meetings for the customary transaction of community business. 
The articles of association regulate the time and usually the place of 
these regular meetings. When both the time and place are mentioned 
in the articles, members are bound by their knowledge of them and 
require no formal notice. But when the time only is provided for and 
the place omitted, formal notice of the locality must be given to each 
member. If the articles or by-laws provide that a publication of a 
proper notice in a certain newspaper shall be notice to members, it will 
be sufficient. 

Any business not within the confines of the usual transaction of reg- 
ular meetings, is properly the subject of a special meeting. Unusual 
or extraordinary business, or matter of* a new character, require a 
special meeting and a special notice to members. Either in the articles 
or by-laws, minute regulations should be incorporated defining the 
minimum length of notice, by whom the notice shall be signed, and 
the particular mode of service, whether by personal delivery to a mem- 
ber, by mail, or by delivery at a member's residence. The specification 
of these details will prove advantageous in that they will save the doubt 
that is likely to arise when they are omitted. 

It is the legal custom in the corporations generally to allow a vote to 
each share of stock, a stockholder thus being entitled to a vote for 
every share he owns in his own right. In the building associations of 
earlier origin in England and America it has been the custom to re- 
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strict the privilege to one vote to each member, the owner of several 
shares being thus on an equal footing with the owner of a single share. 
There is no statutory declaration on this subject contained in the Act 
of 1851. There is one clause in Section 17, that bears remotely on 
this point. In declaring the method of diminishing or increasing the 
capital stock, the section provides, that **a vote of at least two- thirds 
of all the shares of stock shall be necessary." This seems to mean im- 
pliedly that a vote pertains to each share of stock. The contrary im- 
plication does not seem reasonable. In the absence of constitutional 
provision to the contrary, each member has but one vote. It is sug- 
gested that the restriction of this privilege to a vote for each member 
irrespective of his ownership of several shares, is beneficial to these 
associations inasmuch as it may preserve their co-operative and mutual 
features and prevent inequality in power between those members who 
own but a few shares and those who own many. A better mode, how- 
ever, of attaining the same end is a restriction on the number of shares 
each member may hold (see index, ** Member"). The Act of 1887 
explicitly declares that in associations organized under that statute 
* * each shareholder shall be entitled to one vote at all meetings of the 
shareholders, for each share owned by him or held by him as trustee, 
not in arrears for dues," (see index, ** Member," ** Voting"). 

In the determination of a constitutional quorum, the number of 
shareholders necessary in attendance at a meeting to give validity to 
corporate acts, a number less than one-half of the total membership and 
less than one-half of the total owership of shares, may be adopted. A 
large quorum may sometimes be a disadvantage, as the carelessness or 
fading interest of many small shareholders may at times diminish 
actual attendance and make the possibility of a quorum a rare occasion. 
The adoption of the quorum should be considered by the incorporators 
relatively to the prospective total membership. The right of voting by 
proxy, it is claimed by eminent legal authority, does not obtain unless 
an explicit provision to that effect is incorporated in the articles of asso- 
ciation. It is questionable, however, whether this privilege is generally 
beneficial to these associations. When they are viewed in the light of 
their ostensible mutual and co-operative purposes it does not seem wise 
to create a privilege that will allow the management to be controlled 
by a few officious members. The general experience of those who have 
an intimate knowledge of the practical operation of these associations 
tends to the opinion that their prosperity depends largely on the per- 
sonal and continued active interest of members. And no feature is 
more likely to encourage the habit of absence and reliance on a few 
officious members than the custom of voting by proxy. 

Notice to the Association. 

One of the common errors in the transaction of business with cor- 
porations and their officers is the failure to give proper legal notice to 
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the corporation. Associations can, of coarse, only receive notice throngb 
their officers in their official capacity and not personally. Notice to an 
officer or director in his private person is not notice to the association. 
But notice to a director or officer while engaged in the actual business- 
of the association is sufficient. 

Angell and Ames on Corp., §§ 805-807. 

The knowledge of any matter brought to the attention of a director 
or officer personally is proper notice to the association if subsequently 
communicated to the board of directors by such director or officer. 

Notice to the agent of an association binds the corporation concern- 
ing the special business for which ths agent is employed, and not 
otherwise. 

The mere knowledge of an officer or director is not notice to the 
association. 

Membership. 

The purchase of a share or shares direct from the corporation creates 
membership (see index, "Transfers,"). The receipt of the customary 
pass-book certificate of stock and payment of the first installment of 
dues are the best legal evidence of actual membership. By assuming the 
relation, a member contracts to fulfill all the provisions contained in 
the articles of association and amendments thereto and he is bound by 
them whether he has actual knowledge of their contents or not. It is 
his duty to examine them for himself, and his omission or misappre- 
hension will not save him from liability ; he is bound by constructive- 
notice. The default of many members in their payments, or the finan- 
cial distress of the corporation, will not excuse the breach of a mem- 
ber's contract. 2 Wheat. 390. See also Utica Bank v. Smalley, 2 
Cowen, 770. 

The qualifications of membership in a particular association may be 
residence in a particular locality. Election is not necessary for mem- 
bership, and any comer if competent under the articles of association 
as a member may buy stock and thus assume membership. Minora 
and married women are eligible (Sec. 6). But as this section is 
directory and not mandatory any association that so desires may ex- 
clude them from membership. A provision in the articles requiring^ 
the election of an applicant or purchaser of stock before granting mem- 
bership, is not within the general intent of the statute and would be 
improper. If a prospective member comes within the general qualifi- 
cations of membership in a certain association he is of right entitled to 
membership without election. It is not difficult to foresee the evils 
that would probably follow the preliminary election of members. The 
ambitious and secret motives of a clique might easily succeed in ex- 
cluding all who were not in consonance with their plans and wishes, 
and by antagonizing existing members might obtain pernicious control 
over the n^anagement of the corporation. It cannot be objected tbat a 
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member assumes membership merely for the purpose of procuring a 
loan from the association, nor that by such motive and its usual conse- 
-quences he may avoid some of the burdens of full and active member- 
ship. 

Mechanics*, etc., Building Association v, Wilcox et al.y 24 Conn. 147. 

An association by accepting dues may l^e estopped from denying 
membership. 

North America Building Association «. Sutton, 35 Pa. St. 463. 

A member may be estopped from denying the legal existence of the 
association, or the legal relations of membership by concurring in acts 
ihat impliedly admit them. 

"Where the signing of the by-laws was a constitutional requisite be- 
fore the assumption of membership, and the State law prohibited the 
loaning of funds to other than members, one who had borrowed but 
had omitted to sign the by-laws, was held to be estopped from denying 
membership. 

Howard, etc., Loan Association v. Mclntire, 3 Allen (Mass.) 571. 
See also, Concordia, etc.. Association «. Read et al.y 93 N, Y., 474. 

General Outies of Officers. 

The officers of these associations are similar to those of ordinary cor- 
porations, and their duties are governed by the ordinary usages in the 
lousiness of corporations, unless the constitution of an association 
modify or restrict them. The president is the chief executive and rep- 
resentative of the corporate body ; his principal duties are to sign the 
usual calls for meetings, preside at them, sign and execute the con- 
tracts of the association, and to retain the custody of such books 
and property as are not particularly in the custody of the secretary or 
treasurer. The vice-president is the usual substitute for the president 
:and assumes his duties in the latter's absence. 

The treasurer has the legal custody of the funds of the association 
and is chargeable for his selection of a proper and safe depository of 
such funds. His duties are confined to the obedience to the other offi- 
cers in the payment of properly audited claims and warrants. 

The secretary is the most important officer and should be at least 
a fair accountant and a thoroughly prompt and responsible man. 
His chief duties are the charge of the corporate correspondence, the 
proper recording of the proceedings at meetings, the charge of books and 
accounts, and the computation of the financial transactions. The secre- 
tary is usually the only salaried officer of the association. The treasurer 
and the secretary should each be required to file with the association a 
bond, executed by at least two responsible freeholders, in the penalty 
of twice the maximum amount of funds likely to remain in their cus- 
tody. These bonds should be examined at intervals of not to exceed a 
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year, and the financial responsibility of the sureties should be investi- 
gated. 

Their duties, responsibility to the stockholders, and official and per- 
sonal liability are in some respects modified by the statutes regiilating- 
the affairs of these associations, to the pertinent sections of which the 
reader is referred for mor^miuute explanation. (The directors are, as 
a body, the chief agent and mouth-piece of the association. They act 
upon the propositions for loans, the adequacy and acceptance of securi- 
ties, and the appointment of non -elective officera. A director cannot del- 
egate his power to another or vote by proxy as a director. A board of 
directors may, however, refer to a committee of their body the investi- 
gation of a particular matter ; the report of such committee should be 
passed upon by the board. ) 

The Redemption Fees on Shares— Fees on Transfer of 

Shares— Fines. 

By the redemption fee is meant a certain fixed sum agreed to be paid 
to the association by a borrowing member who desires to repay his in- 
debtedness before its maturity. The amount he would be required to 
])ay would be the actual amount of the loan, less the dues he has paid, 
plus a fee fixed by the articles and graduated according to the time of 
l)ayment of the loan. Fees payable on the transfer of shares are in- 
tended as a method exacting contributions to the expense of manage- 
ment, and because they, to a degree, are an impediment to the circula- 
tion exchange of stock, an unreasonable amount and unnecessary forms, 
should be avoided. 

Fines are supposed to be a ready remedy for negligence in the 
payment of dues. As small and prompt payments are the life of an 
association, they should be encouraged whenever possible and default 
made more onerous than payment. But excessive fines may breed dis- 
couragement and in all cases authority should be reserved to remit fines 
whenever sufficient excuse, not injurious to the interest of the associa- 
tion, can be shown. 

In all proceedings in the collection of fines and enforcement of penal- 
ties for arrears of dues or fines, due regard must be observed for the 
constitutional rights of the defaulting member. Proper notice should 
always be given to the member, of all proceedings to be taken against 
him. 

In the absence of a special provision in the articles of association as 
to the nature and mode of service of a notice, personal service by de- 
livery should be given, or when this is impossible, then such other 
mode as is most likely to attain the result desired. 

Wachtel, Adm'x. 'c. The Noah Widow and Orphan Benevolent Society^ 
11 N. Y. Weekly Digest 457. 

The constitution of an association provided that in the event of a 
member falling in arrears for six months, the secretary should send to 
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such member a notice that his name would be stricken from the rolls if 
not paid within thirty days. A fine was provided for an omission on 
the part of a member to give due notice of his change of residence. 
The plaintiff was in arrears, had failed to notify the defendant associa- 
tion of his change of residence and was not given notice of his expulsion 
for arrears. Held, that the association had not given due notice and 
could not expel. 

Supra, 11 N. Y. Weekly Digest 457. 

Loauiiigr on Shares— Premium, 

This subject is described in the statute as **The manner of redemp- 
tion of shares by advances thereon." It suggests the time of making 
the loan, the minimum amount loanable, and the qualifications of the 
borrower. It is customary to make loans at every regular meeting 
provided a sufficiently large sum was accumulated. It is not feasible 
to loan a very small amount, and it is proper to fix a minimum amount 
under which no loan can be made. The qualifications of a borrower 
should be membership in the association and payment of all dues and 
fines up to the making of the loan. Loans may be made to non-mem- 
bers. But members are always entitled to the preference. 

Union Building Association v. Masonic Hall Association, 2 Stewart N. 
J. 359. 

As the loan is actually a pre-payment of the future matured value of 
a number of shares, the amount of the loan cannot exceed the full pros- 
pective values of the shares held by the borrowing member. If the 
prospective matured value of a share be said to.be on*^ hundred dollars 
and the borrower owns ten share?, his loan cannot exceed one thousand 
dollars. The loan is awarded to the highest bidder at the regular auc- 
tion sale of funds, namely, to the member who agrees to pay the high- 
est premium or botiH.9, The premium is deducted from the loan and 
the remainder is the amount actually loaned to the borrower, except 
when the method of payment in installments is adopted. Interest 
at six per cent, per annum is usually paid monthly. The practice of 
fixing a minimum premium below which rate no loan shall be made is 
opposed to the principles of law that govern these associations, and is 
clearly void, (see index, "Premium,"). Any artificial method for bid- 
ding up the premiums, if not bona fide, is open to the same serious 
legal objection. In order that the borrower may avail himself of this 
legal objection he must prove the actual bona fide bidding was lower 
than his bid. If the actual bidding had run the premium up to or 
above the illegal minimum premium the borrower would have no sound 
legal objection, inasmuch as he has not beeA damaged or prejudiced by 
the minimum premium. A free and open market without restriction is 
what was intended by the Legislature. 

The premium may be considered a rate of discount, and the amount 
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loaned as the immediate money realization of the prospective value of 
the shares. A share is valueless in itself, and becomes valuable onlj 
bj the payment of dues during the life of the series of shares or the 
life of the association. The members unite in a common agreement, 
the features of which are the articles of association, to make certain 
regular payments and thus add to the common fund until such fund 
divided into parts corresponding with the shares of stock each part will 
equal the matured value of a share. To secure this part or a number 
of parts, in cash in advance of the common fund equal to each share 
is a privilege to the shareholders, for granting which the corporation 
should be compensated, and the compensation is whatever the borrow- 
ing member consents to give. If but one member applies for a loan at 
the regular distribution of accumulated funds, the compensation, rate 
of discount, or p)'em han will be practically nothing, and only interest 
can be exacted. When two or more members seek the same favor or 
privilege, the discount of the future value of their shares, then the 
popular method is adopted of discounting the shares of the member 
who gives the highest bonus or prevrium, or in other language, to the 
member who bids the highest premium for the loan. The fixing of a 
minimum premium, or upset price, so to speak, for the loan, is well 
settled to be illegal. Free and open competition is what was intended 
by the Legislature to be the test and adjuster of the premium. 

Stiles' Appeal, 9 W. N. C. 83. 

State T. Grenwille Building Association, 29 Ohio St. 92. 

State V. Oberlin Building and Loan Association, 35 Ohio St. 258. 

In Stiles* Appeal (9W. N.C. 83) supra. Chief Justice Sharswood, of Penn- 
sylvania, commented as follows on this point : ** They (the oflScers) are 
bound to offer all that is in the treasury to open competition so that the 
members may obtain the loan at a low premium, if there should be no 
bid higher. The practical operation of such institutions is that when- 
ever the member procures a loan at a premium below the average of 
the premiums for the whole time the association has to make, he is to 
that extent a gainer ; when his loan is at a premium higher than the 
average he is to that extent a loser. This is a most valuable feature in 
such associations, and hence the importance of maintaining the princi- 
ple of free competition in the bids. When the member is told that 
there is a minimum premium below which loans will not be made he 
must offer that amount for the loan, whether any other ones offer or 
not. . . . It i? evident in this way, that members who are not bor- 
rowers will obtain a very undue advantage over the members who are 
borrowers. These institutions are liable, like everything else human, 
to abuse, and we are bound to guard them carefully from being per- 
verted into mere contrivances by which capitalists can evade the laws 
of usury." 

One of the two principal objects of the association is **toaidits 
members in acquiring real estate, making improvements thereon and 
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Temoving encumbrances therefrom." The mode of attaining this ob- 
ject is the negotiation of loans to members. Whatever hampers the 
•eflforts and increases the expenses of the borrower is insomuch a detri- 
jDient &ud not an aid. Whatever increases the interest and unnecessa- 
rily raises the premium is a disadvantage and not a benefit. It 
necessarily follows that any by-law or article that attempts to fix a 
settled premium, whether maximum or minimum, would be inconsis- 
^tent with the essential purpose and aim of the association, and there- 
fore void. Whenever a minimum premium has been established the 
borrower may properly refuse to pay it, and the courts will sanction 
his refusal, provided he has been damaged or prejudiced. 

The Security for the Loan. 

A first mortgage on real estate is the only security that should be ac- 
cepted. The property on which such mortgage is a lien should be free 
from prior liens and encumbrances of every nature, for example, judg- 
ments against the owner or owners within ten years, prior mortgages, 
unpaid taxes, water rates and assessments. The estimated value of the 
property should be determined by the judgment of a majority of the 
board of trustees; the question of the adequacy of the security offered, 
* 'rests in their discretion. The statute has allowed these ofiicers very wide 
scope in this connection and it is questionable whether this omission to 
limit their discretion within fixed lines will be generally advantageous to 
iihe association. In the loaning of the funds of savings banks the law 
£xes the maximum amount of the loan at one-half the appraised value of 
improved property and forty per cent, of the value of unimproved realty. 
In the light of these specific restrictions upon analogous monetary 
institutions, it is reasonable to infer that the spirit if not the letter of 
the law is opposed to hazardous or inadequate security. On tliis sub- 
ject the history of the past teaches that the trustees who determine the 
adequacy of the security offered should exercise a cautious circumspec- 
tion when passing upon it. These associations are both accumulators 
and home builders. They have a dual oflice to perform, and each office 
and purpose demanding equal vigilance. The aid given to home- 
builders should not be so generous as to imperil the safety of the funds 
of the accumulators who are not borrowers. It requires no argument 
to prove that when the margin between the amount of the loan and the 
appraised value of the property mortgaged falls below that which a 
careful business man would usually require, the ofiicers of the associa- 
tion are exceeding the limits of ordinary prudence. When associations 
continue to loan ninety per cent, of the appraised value of mortgaged 
property it is reasonable cause for alarm on the part of those depositors 
who do not borrow. It is alleged on the contrary that the elements of 
ihe contract of a loan made \)j a co-operative association differ from 
those of an ordinary loan ; that the mutuality and co-operation in this 
scheme are further elements of security. It is claimed that the bor- 
rower has the joint interest of a partner and is therefore a more willing 
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and better paying debt^ir. But an analysis of the relation of the bor- 
rowing memlier to the association should remove these false impres- 
sions of the 8apix>8ed additional security given by membership. The 
relation should be considered solely as one of lender and borrower. A 
member subscribes for certain shares of stock and thereby contracts to 
pay for it in fixed periodical installments. He borrows, or in other 
words, anticiiMtes the future matured value of his stock. The loan is 
an actual delivery of cash to the member on his agreement to fulfill his 
duties and covenants of membership ; to pay fixed periodical dues, in- 
terest and installments of premium (if the total premium is not de- 
ducted from the loan), and when these duties and covenants are ful- 
filled, the obligations created by the loan are satisfied. The mere 
avowal of the borrowing member to fulfill his duties is not sufficient 
inducement or security for the advance of money. It is here that the 
mortgage security l>ecomes essential to remove the possibility of 
loss to tlie association owing to the inability of the borrower from 
whatever cause, to continue the payment of his dues and interest and 
premium. A large number become members for the sole x)urpo8e 
of obtaining an immediate loan. In such cases a loan is the prin- 
cii>al motive of the member and the other benefits of membership are 
secondary, and the possibility exists of payments being neglected 
shortly after the cash is advanced. As the average member has a scant 
fortune save that suggested by his ability to labor, the sole asset avail- 
able to the association, in the event of foreclosure, is the mortgaged 
property. If the mortgage amounts to ninety per cent, of the appraised 
value of the property, the refusal or inability of the borrower to con- 
tinue the payment of dues and interest would probably result in actual 
loss to the dissociation. A sale under the foreclosure suit would neces- 
sarily force down the selling price ; attorney's and incidental fees and 
disbursements would require settlement, and a final liquidation of the 
account may show a loss of a considerable pro}X)rtion of the loan orig- 
inally made. 

Nor will the additional pledging of shares remove the chances of 
loss to the associations unless payments have been continued on them 
for a considerable period and have given them a fair cash value. In 
this instance, from the actual cash advanced as a loan should be de- 
ducted the present value of the stock as of withdrawn shares, (see 
index, ** Withdrawals,") and the remainder would be the real kan. 
The shares so pledged would represent a cash deposit as additional 
secnrity to the amount of their present value. But as to loans made to 
new members on shares newly issued, the pledging of their shares is 
valueless as security. 

The practice of awarding loans, excessive in amount in proportion to 
the value of the property, will entail loss on the borrowers and ac- 
cumulators. The borrowers have anticipated future prosperity and 
have received cash, but as the length of time during which they will 
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have to continue payments depends on the financial success of the asso- 
ciation, losses extending the time and making the total payment largely 
exceed in some instances the amount borrowed^ and a fair compensation 
as interest. Accumulators may not only receive no interest on their 
sayings but suffer a loss of part of their payments as daes. 

If the security i6 not adequate it is not difficult to predict the failure 
of the proper objects of the association. In fact, tiie numerous fore- 
closures that are instituted by these associations in various parts of the 
State are suggestive of the many occasions on which the mortgage se- 
curity was relied upon as a safeguard against loss, and a certain pro- 
portion of them are instances of actual loss owing to the generosity 
of trustees who accepted inadequate security. 

The omission of the statute to declare the maximum proportion of 
loan to the total value of security offered should not be construed as a 
license for improvident business methods. Nor will the **aid" sup- 
posedly given the home-builder by loaning him more than he can 
obtain elsewhere and exceeding the limits of safety excuse the errors of 
trustees. It is seldom that a loan of more than eighty per cent, of the 
appraised value of mortgaged property is absolutely secure. Director* 
and trustees who intend to merit the official virtues of prudence and 
discreet financial judgment in awarding loans, should not exceed this 
percentage of the total of the value of the land plus the prospective 
market value of the house for the erection of which the money is ad- 
vanced. 

Payment of Loan— Kedeiiiption of Mortgage. 

On the subjects of the loan, security, repayment, and cancellation of 
security it is, necessary to explain certain legal distinctions before an 
intelligent view can be taken. It must be remembered that the con- 
tract of the loan is contained in the bond usually exacted by the asso- 
ciation in the event of deciding upon the loan. The mortgage is a 
conditional transfer of the land conveying to the corporation the realty 
given as security for the faithful performance of the covenants of the 
bond. The covenants of the bond usually assume either of two con- 
ventional forms ; in one the borrower contracts to repay the amount of 
the loan with interest and to continue his regular installments on his 
shares ; in the other he contracts to continue his installments, pay the 
interest, to pay the installments of the premium if this has not been 
deducted as a total from the loan, to fulfill all his duties as a member, 
and to continue these obligations until the end of the life of the asso- 
ciation, or for the full term of his series of shares. Both forms include 
the same substance, and are but different methods of expressing the 
only proper contract that can be validly accepted by the corporation ; 
which is that the borrowing member having anticipated his shares and 
discounted their future value, he agrees to pay all his regular dues and 
so earn for his shares their future value. The condition of the mort- 
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gBLge is the performance of these covenants in the bond. The redemp- 
tion and canceUatiou of the mortgage therefore follow the fulfiUment 
•of the bond. 

Under ordinary circumstances the borrowing member will have X)aid 
off his loan when his shares have matured. If the bond is of the first 
form described, the valae of his matured shares, which value the cor- 
poration will then owe the member, will off-set the amount owing to 
the corporation. If the bond is of second form described the member 
will then have performed his covenants and is entitled to a satisfaction 
of the mortgage given. But circumstances occasionally arise under 
which the borrower may desire to pay his indebtedness and dissolve 
his connection with the association before his shares have matured. 
In such a case the association may accept immediate payment in full, 
allow the member to withdraw (see index, "Withdrawals") and 
•cancel the mortgage. The determination of the amount that should be 
paid has hitherto been the great difficulty in the settlement of this 
privilege of premature payment. As the theory of the loan to a mem- 
ber is an advance of the future value of his shares and no payment was 
intended save the payment of dues and incidental interest, it was con- 
sidered inconsistent to tolerate premature payment. But it has been 
well settled by the courts of the several States that premature payment 
may be accepted upon the basis of the probable duration of the asso- . 
«iation or the probable duration of the series of shares and future dues 
regarded as due. The probable duration can be approximately ascer- 
tained by calculation with the accrued profits as a basis. The bor- 
rower is credited with all dues previously paid, together with the in- 
terest paid in. He is also entitled to be credited with his shares of the 
profits of the association accrued at the time of payment ; in the event 
of loss he must bear his proportion. But it is doubtful whether profits 
•can be credited to the borrower if the articles of association do not so 

provide, or the statute under which the association is organized does 
not so declare. A clause in a bond or mortgage providing that the 

whole amount advanced together with all dues and fines owing by the 

borrowing member shall become due in the event of failure to pay the 

prescribed dues, interest or penalties for a specified time, is a valid one 

and may be enforced by a court of equity. 

Concordia Savings Ac. Association v. Reed et al. 93 N. Y. 474. 
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Transfer of Shares. 



It is almost unnecessary to say that shares and membership are trans- 
ferable of right, like all other things in property. The method of trans- 
fer is a subject of the articles of association. The purchaser of the 
transferred shares does not acquire full rights until the transaction is 
entered on the books of the association ; until this record is made or re- 
quested by the purchaser, he does not acquire the rights of membership 
but remains a creditor of the association to the amount of selling mem- 
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ber's claim against the association. As between the purchaser and selling 
member the usual power of attorney indorsed on the certificate of stock 
and signed by the seller will bind him to the transfer. The association 
may recognize the membership rights of the seller until formal notice 
has been received of the transfer of his shares. The duty of giving the 
association due notice of the transaction is upon the purchaser. 

While it is opposed to public policy to prevent the free exchange and 
transfer of shares in an association, it is proper for the association under 
some circumstances to refuse to record the transfer, or to recognize the 
purchaser as a member. 

33 Barb. 103. 25 Barb. 264. 

So where a member is in arrears for dues or fines, the association 
may refuse to record the transfer and allow the purchaser the rights of 
membership, until all arrearages have been paid. ^^ 

Withdrawals. 

A withdrawal is the premature termination of membership at a mem- 
ber's request ; a settlement of his account with the association by 
awarding him his xtro rata share of profits or charging him with his- 
share of loss — up to the time of withdrawal. Notice of intention to 
withdraw must be served on the association, and suitable provisions for 
this purpose should be incorporated in the articles of association. A 
member is not entitled to a share of profits made after the service of 
notice of intention to withdraw, nor is he chargeable with a share of 
losses. The service of the notice, and not the actual withdrawal, marks^ 
the termination of membership. 

The right to a share of profits made up to the time of withdrawal does- 
not follow as of course from the right to withdraw. Unless provided 
for by the articles of association it is questionable whether the associa- 
tion can be forced to pay a withdrawing member his share of profits. 
The contract of membership implies a continuity to the end of his 
connection with the association, and the distribution of profits does not 
properly arise until final dissolution. The right to periodical profits, as 
these may be termed, is not statutory and should be prescribed by the 
articles. It is proper to provide that a certain sum shall be retained in 
the treasury to pay off withdrawing members. The amount of this 
fund may become an important matter and suitable provision should be 
made that it shall not exceed a fixed maximum amount beyond which 
the claims of withdrawing members cannot go until a certain interval 
of time has passed. This will avoid the possibility of a financial panic 
in the association caused by the sudden notice of withdrawal of many 
members. The drain on the treasury for the payment of withdrawals 
cannot then exceed the maximum amount set aside for that special 
purpose. 

The withdrawal of a borrowing member is really the premature pay- 
ment of his loan and is explained in detail under the sub-head '' Pay- 
ment of Loan in Advance." See index. 
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-^ A distinction of importatice between the transfer of shares before and 
after notice of intention to withdraw is, that in the case of transfer 
before notice the purchaser of the shares becomes by that a^ a member 
of the association ; a purchaser after notice becomes a mere creditor of 
the association for the amount of the selling member's claim. In the 
latter instance, if the purchaser is a member by right of his ownership 
of other shares, the purchase of the withdrawn shares \vill not consti- 
tute him a member as to the transferred shares ; as to these he remains 
a creditor. The point of separation of the association is in the notice 
of intention to withdraw, and after that is done, the ownership of 
shares becomes a money claim without the powers and duties of mem- 
NJ)ership. 

An important and interesting decision on the construction of an 
article of association relative to withdrawal is reported in 2 Bosworth, 
381 (Wetterleigh v. Knickerbocker Building Association), decided by 
the Superior Court of New York City in January, 1858. 

It was stated in an article of association of defendant, "in case any 
member by sickness, or removal from city, or misfortune, is unable to 
continue payments of subscription he may give notice of his intention 
to withdraw, and in case the board of trustees are satisfied as to the 
grounds of withdrawal the whole amoimt of subscription paid by a mem- 
ber shall be returned." 

It was held that where the tnistees arbitrarily and unjustly refused to 
allow withdrawal, the member could successfully apply to the courts. 
But it was also the opinion of the court that although the member 
desiring to withdraw had suffered misfortune the trustees may properly 
refuse payment if the financial condition of the association did not 
warrant the payment. Where a member has given due notice to the 
association of his intention to withdraw, and after the service of notice, 
the association amends its by-laws, which amendment materially preju- 
dices the claim of tlie withdrawing member, such amendments are not 
applicable to withdrawing member and can in no way affect his claim. 
Membership and all its rights and liabilities cease after the service of 
notice of intention to withdraw. 

Armitage «. Walker, 2 Jurist N. S. 13. 

Where a member has given notice of withdrawal, and the association 
has foreclosed mortgage on property of another member, and has sold the 
same and thereby suffered a loss, the loan from which the loss followed 
having been made during the membership, the withdrawing member is 
liable for his pro rata share of such loss. It seems that if the contract 
from which the loss subsequently follows was made during the mem- 
bership of the withdrawing member, and before notice, he is liable for 
his proxx>rtionate shave of the loss, although the damage is not deter- 
mined or discovered until after service of notice of withdrawal. 

Knoblauch r. Blum Building and Loan Association, 8 Pittsbui^gh Leg. 
Jour. 39. 
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Ciroomstances other than service of notice may result in a with- 
drawal. Where a borrowing member died and his real estate mort- 
gaged to the association had been sold for the payment of decedent's 
^ebts, these circumstances were held to amount to a withdrawal, and 
that the representatives of the deceased member might adjust the claim 
of the association in the same manner as if the member were alive and 
had elected to pay ofi the loan and withdraw. 

Estate of Snider, 34 Leg. Intelligencer (Pa.) 49. 

Surplus Funds— Investment of. 

The selection of securities for the investment of surplus moneys be- 
yond the regular demand, for advance to members, is left to the direc- 
tion of the incorporators. It is necessary that some qualitication of 
acceptable securities be designated in the by-laws. This topic properly 
includes funds ready to be loaned at a time when no member is apply- 
ing for an advance. In such case a loan on real estate first mortgage 
to a non-member is the best application of the fund. The security 
exacted should be greater than that usually demanded from a member. 
The usual excuse for loaning more thaD seventy-five per cent, of the 
appraised value of the real property offered for mortgage does not 
avail here ; non-members are not entitled to such excessive "aid " in the 
erection or purchase of homes as will avoid the strictest degree of cau- 
tion in the acceptance of security. The comments on the ** adequacy 
of security'* are applicable here, and suggest the exercise of that 
careful discretion required of all who assume the responsibilities of 
trustee. 

As to what investments may be made, other than in real estate mort- 
gages, a safe guide may be found in the following statutory regulations 
concerning the investment of funds by savings banks in this State. 

Laws of 1882— Chapter 409 and Amendments. 

§ 260. It shall be lawful for the trustees of any savings 
bank to invest the moneys deposited therein only as follows, 
namely : — 

1. In the stocks or bonds, or interest-bearing notes or 
obligations of the United States, or those for which the 
faith of the United States is pledged to provide for the pay- 
ment of the interest and principal, including the bonds of 
the District of Columbia, commonly known as the three 
sixty-five bonds. 

2. In the stocks or bonds, or interest bearing obligations 
of this State, issued pursuant to the authority of any law 
•of this State. 
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3. In the stocks or bonds or interest-bearing obligations- 
of any State in the Union that has not, within ten years- 
previous to making such investment by such corporation, 
defaulted in the payment of any part of either principal or 
interest of any debt authorized by any Legislature of such 
State to be contracted. 

4. In the stocks or bonds of any city, county, town or 
village, school district bonds '* and union free school district 
bonds issued for school purposes," or in the interest-bearing 
obligations of any city or county of this State, issued pur- 
suant to the authority of any law of this State. 

5. In bonds and mortgages on unincumbered real estate 
situated in this State, and worth at least twice the amount 
loaned thereon, but not to exceed sixty per centum of the 
whole amount of deposits shall be so loaned or invested ;. 
but in case the loan is on unimproved and unproductive 
real estate, the amount loaned thereon shall not be more 
than forty per centum of its actual value ; and no investment 
in any bond and mortgage shall be made by any savings 
bank, except upon the report of a committee of its trustees, 
charged with the duty of investigating the same, and wha 
shall certify to the value of the premises mortgaged or ta 
be mortgaged, according to their best judgment, and such 
report shall be filed and preserved among the records of 
the institution. 

6. In real estate subject to the provisions of section two 
hundred and sixty-three of this act. 

§ 261. It shall be the duty of the trustees of any such 
corporation, as soon as practicable, to invest the moneys 
deposited with them in the securities named in the last 
preceding section of this act, except that, for the purpose 
of meeting current payments and expenses in excess of the 
receipts, there may be kept an available fund of not exceed- 
ing ten per centum of the whole amount of deposits with 
such corporation, and the same may be kept on hand or on 
deposit in any bank or banking association in the State of 
New York, organized under any law or laws of this State, 
or of the United States, or with any trust company incor- 
porated by any law of this State, but the sum so deposited 
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in any one bank or trust company shall not exceed twenty- 
five per centum of the paid-up capital and surplus of such 
bank or trust company ; or such available fund, or any part 
thereof, may be loaned upon pledge of the securities, or any 
of them, named in subdivision one, two, three and four of 
the last preceding section of this act, but not in excess of 
ninety per centum of the cash market value of such securi- 
ties so pledged ; and should any of the securities so held in 
pledge depreciate in value, after making any loan thereon, 
it shall be the duty of the trustees to require the immediate 
payment of such loan, or of a part thereof, or additional 
security therefor, so that the amount loaned shall at no 
time exceed ninety per centum of the market value of the 
securities pledged for the same. 

2. This act shall take effect immediately. 

§ 262. It shall further be lawful for any such corporation 
to deposit temporarily in banks or trust companies, as pro- 
vided in the last preceding section of this act, the excess of 
current daily receipts over the payments, until such time as- 
the same can be judiciously invested in the securities named 
in section two hundred and sixty of this act ; and whenever 
it shall appear to the superintendant of the banking depart- 
ment that the trustees of any such corporation are violating 
the spirit and intent of the foregoing provision, by keeping 
permanently uninvested all, or an undue proportion, of the 
moneys received by them, it shall be his duty to report the 
facts to the attorney-general, who shall proceed against 
such corporation under the provisions of section two hun- 
dred and seventy-eight of this act. 

§ 263. It shall be lawful for any such corporation to pur- 
chase, hold, or convey, real estate only, as follows: 

1. A plot whereon is erected, or may be erected, a building 
or buildings requisite for the convenient transaction of its 
business, and from portions of which not required for its 
own use, a revenue may be derived. The cost of such 
building or buildings and lot in no case to exceed fifty per 
centum of the net surplus of such corporation, except by 
written permission of the superintendent of the banking 
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department, except where lots have been heretofore pur- 
chased, or where maps, plans and estimates have been 
made for the purpose of erecting a banking building. 

2. Such as shall have been purchased by it at sales upon 
the foreclosure of mortgages owned by such corporation, or 
upon the judgments or decrees obtained or rendered for 
debts due to it, or in settlements effected to secure such 
debts, and all such real estate mentioned in the last pre- 
ceding clause shall be sold by such corporation within five 
years after the same shall be vested in it, unless, upon 
application by the board of trustees, the superintendent of 
the banking department shall extend the time within which 
such sale shall be made ; and it shall be lawful for any such 
corporation, with the approval in writing, and under the 
seal of the superintendent of the banking department, to 
change its location within the limits of any city or town 
wherein it may be established ; and in effecting such change 
of location, such corporation owning a banking-house and 
lot may purchase such additional plot under the provisions 
of subdivision one of this * section as the corporation may 
require ; and such banking-house and lot previously owned 
and occupied shall be sold, as provided in subdivision two 
of this section, concerning real estate acquired in satisfac- 
tion o£ debts. 

§ 264. It shall not be lawful for the trustees of any sav- 
ings bank to loan the moneys deposited with them, or any 
part thereof, upon notes, bills of exchange, drafts, or any 
other personal securities whatever ; and in all cases of loans 
upon real estate, a sufficient bond, secured by a mortgage 
thereon, shall be required of the borrower, and all the ex- 
penses of searches, examinations and certificates of title or 
appraisal of value, and of drawing, perfecting and i*e«ording 
papers, shall be paid by such borrower. 

In the exercise of this discretion on this subject incorporators should 
exclude all securities over which they cannot have full control in the 
event of default in the payment of interest or principal, namely, secur- 
ities that require the intervention in foreclosure of outside trustees, as 
for example the notes or bonds issued by mortgage companies doing 
business through the agency of trust companies. Speculative risks, 
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such as investments in stock of other corporations, are outside the 
limits of prudent trusteeship. The discounting of notes even on col- 
lateral security does not seem to b6 within the legal powers of these 
associations. (See index ** Powers.") 

The treatment of this subject in the articles of association will be a 
fair commentary to tentative members, of the conservatism of an asso- 
ciation in the safe keeping of unemployed funds. Many associations 
totally omit this topic in their articles and others provide for a merely 
temporary deposit in a trust company or legal depository. The pur- 
pose of this clause in the statute is clearly the investment of funds not 
appropriated for advances to members, and not the designation of a 
depository for the temporary cash bjdance of the treasurer. The omis- 
sion to regulate this subject by proper provisions in the articles is a 
defect in the legal organization of the association, but not such a defect 
as will dissolve the corporation or impair its legal powers. (For further 
comments on this point, see index '* Filing of Articles.") 

Voting. 

It is the custom to allow but one vote to a member, although he may 
be the owner of several shares. Every member is of right entitled to 
one vote. The by-laws may, however, allow to each member as many 
votes as he owns shares. Arrearages in dues or interest, or pledging of 
shares for advances, will not abridge this right, which continues until 
he serves notice of his intention to withdraw (see index, "With- 
drawals "), or until the transfer of his shares has been noted on the 
books of the association (see index, ** Transfer"). Where the articles 
and by-laws prescribe the penalty of forfeiture of stock for continued 
arrearages of dues, the sentence of the forfeiture of stock is also a 
forfeiture of membership, and the right to vote is lost. It is wise to 
specify minutely the mode of forfeiture and the exact time of cessation 
of membership. 

Amendments to Articles. 

Amending the articles of association or by-laws is a proper subject 
for a special meeting. A reliable guide in the formation of a 
special meeting is suggested by §§ 15-17, on the subject of the in- 
crease or diminution of capital stock. The minute regulations 
there provided aflFord all the necessary care and precaution. While it 
is explicitly required under this act to file amendments with the clerk 
of the county, careful opinion seems to be that the articles as amended 
should be so filed as originals (see § 3,). One of the principal 
reasons for filing the original articles is the publicity given to its subject 
matter, and the ease and liberty of access to all who may wish to inform 
themselves as to the actual contract of membership and the corporate 
elements of an association. An amendment may often substantially 
alter some features of the contract of membership or other important 
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relations. Unless the amendment is filed with a meinorandnm of refer- 
ence to the original, and a marginal reference is made on the original 
giving notice of the amendment, the original articles filed may be mis- 
leading and delude instead of informing the public. A safe and practi- 
cable method is suggested that will prevent confusion and diminish 
error and render the filing of the amendments an intelligent duty. A 
certificate should be filed in the office of the clerk of the county, signed 
and acknowledged by the president or chairman of the special meeting, 
before an officer authorized to take acknowledgments, reciting the 
several steps taken in accordance with the provisions of the articles, 
applicable to special meetings, the number of members present, the 
number of votes cast for the resolution adopting the amendment. On 
this certificate should be a memorandum referring to the date of the 
filing of the original articles. 

The power to alter and amend articles of association is often advan- 
tageous, and allows the necessary degree of flexibility and adaptability 
to the changing customs and needs of business. Although this power 
admits a wide discretion, it is at all times subject to the rule that 
amendments shall not in effect supersede the general object of the cor- 
]>uration. They must not impair the security and obligations of con- 
tracts previously made, nor deprive any member of his vested interests. 
(Angell & Ames on Corporations, § 345.) 

Amendments adopted subsequent to service of notice of intention to 
withdraw cannot affect such withdrawing members. \ 

Armitage v. Walker, 2 Jurist N. g. 13. 



SECTION III. 

FILING OF ARTICLES— CORPORATE BIRTH— WHAT OFFICERS 
SHALL SIGN— GENERAL CORPORATE POWERS OF AN ASSO- 
CIATION. 

A true copy of such articles, signed by the officers of the 
association, together with a statement showing when the 
association was organized, and the place of the transaction 
of its business, and the names of the officers and trustees at 
the time of the making of such statement, which shall be 
verified by oath or affirmation before any officer authorized 
to take affidavits, to be used in courts of justice, shall be 
filed in the office of the clerk of the county in which such 
association shall transact its business ; and thereupon the 
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persons who have subscribed the articles of association as 
aforesaid, and such other persons as shall become members 
of such association, and their successor, shall be a body 
•corporate by the name specified in such articles of associa- 
tions, and shall possess the powers and privileges, and be 
subject to the provisions of title third of chapter eighteen 
of the first part of the Revised Statutes, so far as those pro- 
Tisions are consistent with the provisions of this act, and 
they shall by their corporate name, be capable in law of 
purchasing, holding and conveying any real and personal 
estate whatever, which may be necessary to enable said 
■company to carry on their operation named in such cer- 
tificate. 

A true copy of the articles must be signed by every one of the officers 
of the association. Directors or trustees are not, however, within the 
meaning of the term ''officers " as used in the statute and need not sign. 
This point was passed upon by the Court of Appeals in the case of Second 
Manhattan Building Association v. Hayes (4 Abb. Appeals 183). The 
facts in that case were as follows : The articles of association had been 
signed by all the officers and trustees, but one trustee. Hayes, grantor 
of the land in question, had mortgaged the premises to the association. 
Default being made by Hayes, the plaintiff brought an action of fore- 
closure and sale. Hayes defended on the plea that as all the trustees 
had not signed the articles of association, it had no legal corporate exis- 
tence and could not sue. The opinion of Chief Justice Denio contains 
the following concise summary of the law : ** When we speak of the 
officers of a corporation, the term is understood to define those who are 
intrusted with the executive powers of the corporate body." , 

When a trustee or director is also an executive officer, his signature 
is necessary. The statement as to the time of the organization, the 
place for the transaction of business, and the names of the executive 
officers and of the trustees, fulfills the requirement of the statute, if 
signed and sworn to by any one of the authorized officers. The verifi- 
cation must be by the affidavit of the officer who signs the statement. 
It is wise to have all the signatures to the articles, acknowledged before 
a notary or other duly authorized officer. 

The filing of these papers duly authenticated incorporates the asso- 
<5iation. Any important defect or informality in the filed articles may 
be remedied by filing amended articles supplying the irregularities. 
Upon this second filing, the association will be legally regarded as a 
corporation from the filing of the first articles ; the corporate powers 
being held to date back, it being really a filing now as of then. (2 Bev. 
Stat. p. 392, § 15) see index, "Amendments." 
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If business is not commenced within one year from the filing of the 
articles of association, the corporate powers will cease (2 Bev. Stat. , p. 
391, §7), see "Powers." 

The lawful and duly authorized business mubt be commenced withiu 
one year. The Supreme Court of this State (General Term, 3rd Judi- 
cial District), has passed upon this statutory penalty in the case of The 
People V. Troy House Company, 44 Barb. 625. The defendant was a 
corporation organized to erect buildings by co-operative enterprise ; it 
had not erected any building within one year from its organization^ 
although it had altered and improved certain buildings. It was tlie 
opinion of the Court that if the defendant corporation had not **erected" 
buildings, but had improved them, this section of the Revised Statutes 
was applicable and the corporation lost its corporate powers. 

The "powers, privileges and provisions" of Title 3, ch. 18, Part 1, 
Bev. Stat., mentioned in this section, areas follows: 

ARTICLE II. 

General Powers, Pbivilbjses and Liabilities of Cobporations. 

1828, i?. S.J Part 1, Ch. XVIII, Title IIL—Ofthe General PowerSy Prt«- 

ilegef and Liabilities of Corporations, 

General Powers. 

§ 1. Every corporation as such has power : 

1. To have succession by its corporate name for the per- 
iod limited in its charter, and when no period is limited 
perpetually. 

2. To sue and be sued, complain and defend, in any court 
of law or equity. 

3. To make and use a common seal, and alter the same 
at pleasure. 

4. To hold, purchase and convey such real and personal 
estate as the purposes of the corporation shall reqidre, not 
exceeding the amount limited in its charter. 

5. To appoint such subordinate officers and agents as the 
business of the corporation shall require and to allow then> 
a suitable compensation. 

6. To make by-laws not consistent with any existing law^ 
for the management of its property, the regulation of its- 
affairs, and for the transfer of its stock. 
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1. Within the limitatioDs prescribed in its charter, or an express vio- 
▼ision of law, every corporation as such, for the purpose of effecting 
the objects of its incorpoation, has the capacity to take and grant prop- 
erty and to contract obligations, and in so doing may deal precisely as 
an individual. Barry v. Merchants* Exchange Company, 1 Sandf . Ch. 
280. 

2. It will be presumed that a corporation acted within the scope of 
its lawful powers in taking or transferring real estate in any instance, 
although not authorized under all circumstances and for every purpose 
U> do so. Farmers* Loan and Trust Company v. Curtis, 7 N. Y. 466. 

3. A corporation authorized to take and hold land, may take the title 
thereto in fee, though itself created for a limited period. NicoU v. The 
New York and Erie R.R. Co., 12 N. Y., 121. 

4. The title to land held by a corporation will, in case of the dissolu- 
tion of the latter, revert to the grantor, unless there be some provision 
in the charter of the corporation or statute to avert that consequence. 
Bingham v. Weiderwax, 1 N. Y. 513 ; 2 Kent's Com. 305 ; Angell & 
Ames on Corporations, 128, 129. But see Owen v. Smith, 31 Barb. 
641. 

5. A corporation cannot be bound by the acts of its agents, when 
such acts are without the power conferred upon it by its charter. ' * Such 
contracts being ultra vlreff^ cannot be made valid by subsequent ratifi- 
cation of the directors or trustees." McCullough v. Moss, 5Denio, 567. 
(Overruling Moss r. Rossie Lead Mining Co., 5 Hill, 137; Boom v. 
City of Utica, 2 Barb. 104). 

6. Corporations may arbitrate, and a sinq^le resolution to that effect 
at a meeting of the corporation is sufScieut. The form of submission 
is a matter of indifference, and need not be under seal. Brady v. 
Mayor of Brooklyn, 1 Barb. 584. (Citing the Mayor, etc., of New York 
V, Butler, 1 Barb. 325). 

In What Corporations to Vest. 

§ 2. The powers enumerated in the preceding section 
shall vest in every corporation that shall hereafter be cre- 
ated, although they may not be specified in its charter or 
in the act under which it shall be incorporated. 

Now York Firemen's Insurance Co. v. Sturges, 2 Cow. 664; McCullough 
V. Moss, 5 Denio, 567. 

What other Powers to be Possessed. 

§ 3. In addition to the powers enumerated in the first 
section of this title, and to those expressly given in its 
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charter, or in the act under which it is or shall be incor- 
porated, no corporation shall possess or exercise any cor- 
porate powers, except such as shall be necessary to the 
exercise of the powers so enumerated and given. 

1. A corporation has no other powers than those conferred by the 
act of incorporation, and such as are necessary to carry these powers 
into effect. The New York Firemen's Insurance Company v. Sturges, 
2 Cow. 664. (Citing 15 Johns. 383; Halstead v. The Mayor, etc., of 
New York, 3 N. Y. 430). 

2. This section does not establish *any role inconsistent with the pre* 
sumption tliat a corporation, being an artificial person, is capable of 
making every contract a natural person could make. (Feeney v. Peo- 
ple's Fire Insurance Company, 2 Robt. 599). 

3. Corporations may enter into contracts in the same manner as indi- 
viduals, and within the restrictions imposed by their charter or neces- 
sary implication, have the same powers with respect thereto. Brady v. 
Mayor of Brooklyn, 1 Barb. 584 ; Bank of Columbia v. Patterson, 7 
Cranch, 299 ; Mott v. Hicks, 1 Cow. 519. 

^Exercise of Banking: Powers Prohibited. 

§ 4. No corporation created, or to be created, and not 
expressly incorporated for banking purposes, shall, by any 
implication or construction, be deemed, to possess the power 
of discounting bills, notes, or other evidences of debt, of 
receiving deposits, of buying gold and silver, bullion or for- 
eign coins, of buying and selling bills of exchange or issuing 
bills, notes, or other evidences of debt upon loan, or for 
circulation as money. 

People V. The Manhattan Company, 9 Wend. 892 ; Curtis v. Leavitt, 17 
Barb. 316; New York Life Insurance and Trust Company v. Beebe, 7 N. 
Y. 364. 12 N. Y. 506. 

1. As stated in Section 3 of the Building Association Act, these 
sections of the Revised Statutes apply only when not inconsistent 
with the provisions of the Act of 1851 here discussed. It will be 
noticed that these associations are authorized to receive deposits in the 
form of dues, etc. The prohibition against this privilege in the above 
section therefore does not apply. 

2. It is clear that building associations are not ** expressly authorized 
for banking purposes," and they can have no legal power to discount 
notes or transact such business as is exclusively that of a banking insti- 
tution. 
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Liability of Stockliolders. 

§ 5. Where the whole capital of a corporation shall not 

have been paid in, and the capital paid shall be insufficient 

to satisfy the claims of its creditors, each stockholder shall 

be bound to pay, on each share held by him, the sum 

necessary to complete the amount of such share, as fixed 

by the charter of the company, or such proportion of that 

sum as shall be required to satisfy the debts of the com- 
pany. 

1. A transfer of stock of a corporation by a bolder thereof, to be per- 
fect-, need not, in the absence of such requirement in the charter or • 
by-laws of the corporation, be entered in the books of the latter, and 
where the transfer has come to the knowledge of and been recognized 
by the officers of the corporation, the transferer of such stock is 
relieved from all liability under this section. Cutting v, Dandrel, 88 
N. Y. 410. (Discriminated from 6 Hill, 624; 2 Barb. 294, and 11 N. 
T. 148, and reversing same case, 23 Hun, 339.) 

Quorum. 

§ 6. When the corporate powers of any corporation are 
directed by its charter to be exercised by any particular 
body, or number of persons, a majority of such body, or 
persons, if it be not otherwise provided in the charter, shall 
be a sufficient number to form a board for the transaction 
•of business ; and every decision of a majority of the persons 
duly assembled as a board shall be valid as a corporate act. 

Forfeiture for Non-user. 

§ 7. If any corporation hereafter treated by the Legisla- 
ture shall not organize and commence the transaction of its 
business within one year from the date of its incorporation, 

its corporate powers shall cease. 
Johnson u. Bush, 3 Barb. Ch. 237. 

1. Where a special act of incorporation declares that the company 
thereby incorporated shall be deemed to be organized upon the hap- 
pening of certain events, which do not happen within a year from the 
date of incorporation, it will be held that the Legislature intended to 
and did relieve the coi*poration from the eflPect of this section. People 
V. Bowen, 30 Barb. 24. 

2. The word ** business" as used in this section refers only to such 
business as the corporation can lawfully do under the act of incorpora- 
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tiou; tlie transaction of other business would not be a user of the 
powers conferred. The People v, Troy House Co., 44 Barb. 633. 

Preservation of Power to Repeal, etc. 

§ 8. The charter of every corporation that shall hereafter 
be granted by the Legislature shall be subject to alteration, 
suspension and repeal, in the discretion of the Legislature. 

1. Where a general act providing for the formation of certain corpor- 
ations contains special provisions which are thereby made applicable to 
existing corporations of the kind referred to in the act, these special 
provisions become as much a part of the charter of said existing cor- 
* porations formed since the Revised Statutes took effect as if they had 
been originally inserted in their charters. Suydam v, Moore, 8 Barb. 
364. 

Trustees in Case of Dissolution. 

§ 9. Upon the dissolution of any corporation created, or 
to be created, and unless other persons shall be appointed 
by the Legislature, or by some Court of competent author- 
ity, the directors or managers of the affairs of such coi-por- 
ation at the time of its dissolution, by whatever name they 
may be known in law, shall be the trustees of the creditors 
and stockholders of the corporation dissolved, and shall 
have full power to settle the affairs of the corporation, col- 
lect and pay the outstanding debts, and divide among the 
stockholders the moneys and other property that shall 

remain after the payment of debts and necessary expenses. 
1 R. L. 248, § 1. 

1. The directors or other managers of the affairs of a corporation who 
are by statute, on its dissolution, made trustees, with power to settle its. 
concerns, are entitled to the benefit of the plea of the statute of limita- 
tions. Kane v. Bloodgood, 7 Johns' Ch. 128. 

2. Only those who are stockholders at the time a suit is instituted, 
are liable under a provision in its charter making the stockholders of a 
corporation liable for its debts. McOnllough v. Moss, 5 Denio, 567. 

3. Creditors of dissolved corporations have an equitable lien on its^ 
assets for the payment of their debts. Tinkham v. Borst, 31 Barb. 407. 

4. Under the Revised Statutes, both the real and personal property 
of a corporation, "upon its dissolution, vests in trustees for the benefit 
of creditors and stockholders. Owen v. Smith, 31 Barb. 641 ; Tower ik 
Hale, 46 Id. 365 ; Heath v, Barmore, 50 N. Y. 302. 
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Their Powers. 

§ 10. The persons so constituted trustees shall have 
authority to sue for and recover the debts and property of 
the dissolved corporation by the name of the trustees of 
such corporation, describing it by its corporate name, and 
shall be jointly and severally responsible to the creditors 
and stockholders of such corporation, to the extent of its. 
property and effects that shall come into their hands. 

1 R. L. 249, § 2. 

The liability of the directors or managers of a corporation as trustees; 
of the corporate property, upon its dissolution, is expressly limited to- 
the extent of the property and effects that shall come into their hands. 
HofEman v. Van Nostrand, 42 Barb. 174. 

I 

ARTICLE III. 

Special Provisions Relating to Special Corporations and Joint- 

Stock Associations. 

1828, B. 8., Parti, Ch. XV Til, Title IV. -Special Provisions ReMinff 

to Certain Corporations. 

Certain Books to be Open at Certain Times. 

§ 1. The book or books of any incorporated company 
in this State in which the transfer of stock in any such 
company shall be registered, and the books containing the 
names of the stockholders in any such company, shall, at- 
all reasonable times during the usual hours of transacting 
business, be open to the examination of every stockholder 
of such company for thirty days previous to any election of 
directors, and if any officer having charge of such books 
shall, upon demand by any stockholder as aforesaid, infuse 
or neglect to exhibit such books, or submit them to exam- 
ination as aforesaid, he shall for every such offense forfeit 
the sum of two hundred and fifty dollars, the one moiety 
thereof to the use of the people of this State, and the other 
moiety to him who will sue for the same, to be recovered 
by action of debt in any court of record, together with the 
costs of such suit. 
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I>ividends for Surplus Profits Only — Capital not ro be 
Reduced — Notes for lustallmeuts on Stock not to be 
Discounted — Nor Notes to Withdraw Installments 
Paid— Liability of Directors for Yiolatingr these Pro- 
visions. 
§ 2. It shall not be lawful for the directors or managers 
of any incorporated company in this State to make divi- 
dends, excepting from the surplus profits arising from the 
business of such corporation ; and it shall not be lawful 
for the directors of any such company to divide, withdraw, 
•or in any way pay to the stockholders, or any of them, any 
part of the capital stock of such company or to reduce the 
said capital stock, without the consent of the Legislature ; 
And it shall not be lawful for the directors of such company 
to discount or receive any note or other evidence of debt, 
in payment of any installment actually called in and 
required to be paid, or any part thereof, due or to become 
due on any stock in the said company ; nor shall it be law- 
ful for such directors to receive or discount any note, or 
•other evidence of debt, with the intent of enabling any 
stockholders in such company to withdraw any part of the 
money paid in by him on his stock ; and in case of any 
violation of the provisions of this section, the directors 
under whose administration the same may have happened, 
except those who may have caused their dissent therefrom 
to be entered at large on the minutes of the said directors 
at the time, or were not present when the same did happen, 
«hall, in their individual and private capacities, jointly and 
severally be liable to the said corporation, and to the cred- 
itors thereof in the event of its dissolution, to the full 
amount of the capital stock of the said company so divided, 
withdrawn, paid out, or reduced, and to the full amount of 
the notes or other evidences of debt so taken or discounted 
in payment of any stock, and to the full amount of any 
notes or evidences of debt so discounted with the intent 
aforesaid with legal interest on the said respective sums, 
from the time such liability accrued; and no statute of 
limitations shall be a bar to any suit at law or in equity, 
against such directors for any sum for which they are made 
liable by this section: Provided, that this section shall net 
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be construed to prevent a division and distribution of the 
capital stock of such company which shall remain after the 
payment of all its debts, upon the dissolution of such com- 
pany, or the expiration of its charter. 

This section is not applicable to ** Withdrawals," see index ** With- 
drawals." 

Amount of Debts— iiiability of Directors for Excess— Not 

Barred by Statute of Limitations. 

§3. The total amount of the debts which any incorpor- 
ated company shall at any time owe, whether for deposits,, 
or by bond, bill, note, or other contract, over and above the 
actual deposits with the said company, shall not at any 
time exceed three times the amount of the capital stock 
actually paid in, and in case of any excess the directors, 
under whose administration the same may have happened,, 
except those who may have caused their dissent therefrom 
to be entered at large on the minutes of the said directors 
at the time, and except those who were not present when 
the same did happen, shall in their individual and private 
capacities, jointly and severally, be liable for such excess. 
to the said corporation, and in the event of its dissolution, 
to any of the creditors thereof, to the full amount of such 
excess, with legal interest from the time such liability 
accrued ; and no statute of limitations shall be a bar to any 
suit at law or in equity, against such directors for any sums 
of money for which they are made liable by this section. 

Cei.*tain Transfers of Property Prohibited, 

§ 4. Whenever any incorporated company shall have 
refused the payment of any of its notes, or other evidences 
of debt, in specie or lawful money of the United States, it 
shall not be lawful for such company, or any of its officers^ 
to assign or transfer any of the prope^y or choses in action 
of such company to any officer or stockholder of such com- 
pany, directly or indirectly, for the payment of any debt y 
and it shall not be laVful to make any transfer or assign- 
ment in contemplation of the insolvency of such company, 
to any person or persons whatever ; and every such trans- 
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fer and assignment to suck officer, stockholder or other 
person, or in trust for them or their benefit, shall be utterly 
Toid. 

Powers of Supreme Court Respecting^ Elections. 

§5. It shall be the duty of the Supreme Court, upon the 
application of any person or persons or body corporate that 
may be agreed by, or may complain of, any election, or any 
proceeding, act or matter, in or touching the same (reason- 
able notice having been given to the adverse party, or to 
those who are to be affected thereby of such intended 
application), to proceed forthwith, and in a summary way, 
to hear the affidavits, proofs and allegations of the parties, 
or otherwise inquire into the matters or causes of complaint, 
and thereupon to establish the election so complained of, 
or to order a new election, or make such order and give such 
relief in the premises as right and justice may appear to 
the said Supreme Court to require : Provided, that the said 
Supreme Court may, if the case shall appear to require it, 
either order an issue or issues to be made up in such man- 
ner and form as the Supreme Court may direct, in order to 
try the respective rights of the parties who may claim the 
same, to the office or offices or franchise in question ; or 
may give leave to exhibit, or direct the attorney-general to 
exhibit one or more information or informations in the 
nature of a quo-warranto in the premises. 

Certain By-Laws to be Published. 

§ 6. No by-laws of the directors and managers of any 
incorporated company, regulating the election of directors 
or officers of such company, shall be valid, unless the same 
shall have been published for at least two weeks in some 
newspaper in the county where such election shall be held, 
^ at least thirty days before such election, and in all cases 
where the right of voting upon any share or shares of the 
stock of any incorporated company of this state shall be 
questioned, it shall be the duty of the inspectors of the elec- 
tions to require the transfer books of the company, as evi- 
dence of stock in the said company, and all such shares as may 
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appear standing thereon in the name of any person or per- 
sons shall be voted on by such person or persons, directly 
by themselves, or by proxy, subject to the provisions of the 
act of incorporation. 

Oath of Inspectors of Election. 

§ 7. The inspectors who may be appointed to conduct 
any election of directors or any other officer of any incor- 
porated company of this State shall be required, before en- 
tering on the duties of their appointment, to take or sub- 
scribe the following oath or affirmation : "I, A. B., do sol- 
emnly swear (or affirm, as the case may be) that I will exe- 
cute the duties of an inspector for the election now to be 
held, with strict impartiality and according to the best of 
my ability." 

On Failure of Election Another Day to be Appointed— 
Who Entitled to Vote on such Subsequent Day. 

§ 8. If at any time hereafter the election for directors of 
any bank or other incorporated company of this State shall 
not be duly held on the day designated and appointed by 
the act incorporating such bank or other incorporated com- 
pany, it shall be the duty of the president and directors of 
such bank or other incorporated company to notify and 
cause an election for directors to be held within sixty days 
immediately thereafter ; and in all cases no share or shares 
shall be voted upon except by such person or persons who 
may have appeared on the transfer books of said company 
to have had the right to vote thereon on the day when, by 
the act of incorporation of such company, the election ought 
to have been held, which said right so to vote shall be ex- 
ercised by the persons so appearing as aforesaid upon the 
transfer books of such company on any day when such 
election may be held. 

Corporation and its Ofificers, etc., not to Purchase its 

Notes at a Discount. 

§ 9. It shall not be lawful in any company incorporated 
for banking purposes, its officers, agents or servants, or any 
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of them, directly or indirectly, to purchase or be interested 
in the purchase of any promissory note or other evidence 
of debt issued by any such company at a less sum than 
appears by the face thereof to be due and payable ; and 
any person offending against the provisions of this section 
shall forfeit and pay three times the nominal amount of the 
note or other evidence of debt so purchased, to be recovered 
with costs of suit by any person who will sue for the same 
in any court of competent jurisdiction. 

Officers, etc., of Corporations not to Loan upon Certain. 
Notes— Notes, etc.. Void— Further Penalty. 

§ 10. It shall not be lawful for any person being presi- 
dent, director, cashier, clerk, agent, or any way interested 
or concerned in the management of the concerns of any 
such company to discount, or directly or indirectly make 
any loan upon any note, bill or other evidence of debt 
which shall have been offered to such directors for discount ;. 
and every note, bill or other evidence of debt so discounted, 
or upon which any loan shall have been made by any of 
the persons aforesaid, knowing that such note had been so 
offered and refused, shall be utterly void ; and the person 
offending herein, knowing that such note had been so 
offered and refused by making any discount or loan, shall 
for every such offence forfeit and pay to any person who 
will sue for the same, twice the amount of any such discount 
or loan, to be recovered by action of debt, with costs of 
suit, in any court of competent jurisdiction. 

Application. 

§ 11. The provisions of this title shall not apply to any 
religious society, nor to any moneyed corporation which 
shall have been, or shall be, created, or whose charter shall 
be renewed or extended after the first day of January, one 
thousand eight hundred and twenty-eight, and which shall 
be subject to the provisions of the second title of this chap- 
ter. (Thus amended by Laws of 1871, ch. 883.) 
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Laws of 1850— Chapter 172. 

AN ACT TO PROHIBIT CORPORATIONS FROM INTERPOSING 
THE DEFENCE OF USURY IN ANY ACTION. Passed April 
6, 1850. 

Defence of Usury not to be Interposed. 

§ 1. No corporation shall hereafter interpose the defence 
of usury in any action. 

1. The prohibition contained in this section is retrospective. Curtis 
V. Leavitt, 15 N. Y. 151. 

2. This act only prevents the avoidance of its own contracts by a cor- 
poration on the ground of usury ; it does not apply to a case where the 
corporation succeeds to the rights of the party who might avail himself 
of the provisions of the usury laws. Merchants' Exchange Bank v.. 
Commercial Warehouse Co., 49 N. Y. 635. 

3. A corporation may avail itself of the plea of usury against a note 
made by it for the accommodation of an indorser, who indorsed and 
delivered it to the plaintiff for a usurious consideration. Strong v, N. 
Y. L. M. Co., 37 N. Y. Sup. Ct. 229. 

Definition of Term Corporation. 

§ 2. The term corporation, as used in this act, shall be 
construed to include all associations and joint- stock com- 
panies having any of the powers and privileges of corpora- 
tions not possessed by individuals or partnerships. 

Laws of 1870— Chapter 135. 

AN ACT FOR THE RELIEF OF CORPORATIONS ORGANINZEI> 
UNDER GENERAL LAWS. Passed Apbil 5, 1870. 

Filing of Amended Certificates— How Deemed and 

Taken. 

• 

§ 1. The directors of any corporation organized under 
any general act for the formation of companies, in whose 
original certificate of incorporation any informality may 
exist, by reason of an omission of any matter required to be 
therein stated, are hereby authorized to make and file an 
amended certificate or certificates of incorporation, to con- 
form to the general act under which said corporation may 
be organized ; and upon the making and filing of such 
amended certificate, the said corporation shall, for all pur- 
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poses, be deemed and taken to be a corporation, from the 
time of filing such original certificate. 

« 

Proviso. 

§ 2. Nothing in this act contained shall in any manner 

afi'ect any suit or proceeding at the time of filing such 

amended certificate pending against said corporation, or 

impair any rights already accrued. 

It seems that this statute is to enable companies to remedy patent 
omissions, that is, the omission of matters which are required to be 
stated, and which, being omitted, make the certificate imperfect on its 
face. In re N. Y. L. E. & W. R. R. Co., 25 Hun, 556. 



SECTION IV. 

TRUSTEES MAY CALL IN SUBSCRIPTIONS-FORFEITURE— 

NOTICE. 

§ 4. It shall be lawful for the trustees to call in and 
•demand from the stockholders respectively, all such sums 
of money by them subscribed, at such times and in such 
payments or instalments as the articles of association shaU 
prescribe, under the penalty of forfeiting the shares of 
stock subscribed for, and all previous payments made 
thereon, if payment shall not be made by the stockholder 
ivithin sixty days after a personal demand or notice requir- 
ing such payment shall have been published for six succes- 
sive weeks in the newspaper nearest to the place where the 
business of the company shall be carried on as aforesaid. 

This is a statutory right of forfeiture of the share of defaulting share- 
holders. To secure the benefit of it to the association, strict adherence 
to the letter and spirit of this section and to the appropriate articles of 
association, must be observed. On becoming a member, the share- 
holder contracts to perform certain duties to the association, and default 
or omission is ordinarily a breach of contract and a suit at law is the 
available remedy. This section goes further than the common law, and 
gives an additional and a more summary remedy. It terminates the 
ownership of the shares, and the accrued profits as well as payments 



ASSOCIATIONS MAY BORROW, ETC. 43 

previously made by the defaulting member revert to the association. 
Forfeitures are not favored by the law and statutory provisions that 
allow them are to be strictly construed. 

Notice of proceedings for forfeiture should be given by personal ser- 
vice, if the articles of association do not prescribe any. 

Wachtel Admrx. t. Noah Benevolent Society, 11 N. Y. Weekly Digest, 
457. ' 



SECTION V. 

ASSOCIATIONS MAY BOKROW— LOANS MAY NOT EXCEED 
TWO YEARS— LIMITATION ON AMOUNT OF LOAN. 

§ 5. All corporations formed under this act shall have 
power to borrow money for temporary purposes not incon- 
sistent with the objects of their organization ; but no loan 
for such purposes shall have a longer duration than two 
years, nor shall such indebtedness exceed at any one time 
one-fourth of the aggregate amount of the shares and parts 
of shares, and the income thereof actually paid in and 
received. 



SECTION VI. 

MINORS AND MARRIED WOMEN MAY OWN SHARES-LIMI- 
TATIONS OF THIS PRIVILEGE. 

§ 6. Parents and guardians may take and hold shares in 
such association in behalf and for the* use of their minor 
children or wards, provided the cost of such shares be 
defrayed from the personal earnings of such minor children 
or wards, or by gifts from persons other than their male 
parents ; married women may take and hold shares in such 
associations, provided the cost of such shares be defrayed 
from their personal earnings, the personal earnings of 
their children voluntarily bestowed for this purpose, or 
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from property beqaeathed or giyen to them by persons- 
other than their hnsbands. 

The intention of this section aeems to be a prevention of fraudulent 
conversions of money into shares for the purpose of avoiding creditors. 
In the case of minor children, parents or g^nardians become trustee& 
and are chargeable with all the duties and responsibilities of that impor- 
tant fidociary relation. When the minors attain their majority ihej 
become absolute owners of the stock with all the incidental duties and 
privileges of membership. During the minority, the parent or guar- 
dian is entitled to all the rights of actual membership, to be used for 
the benefit of the ward. Between the association and the parent legal 
ownership is in the parent. In the event of improper or dishonest acts 
of the guardian the ward may apply for his removaL When the ward 
attains his majority the trustee should notify the association of the fact 
and full membership will attach to the former minor. 

Married women are not now at ^y di£«bility at common law when 
coming within either of the following classes : those who have a separate 
estate, and those who have a separate business or occupation. 

Although these enabling statutes are in some respects in derogation 
of common law, and should therefore be strictly construed, there is but 
slight foundation for the legal doubt that minors, through trustees, may 
not validly mortgage their land to the association for loans. The trust 
created by this section is ample warrant for the taking of title by the 
association when the land mortgaged is purchased with the funds loaned 
by the association. It is questionable, however, whether trustees can 
even under the authority conveyed by this section validly mortgage 
the realty of minors which they own independently of any membership- 
in an association. 

Monumental Building Association v. Herman, 33 Maryland Rep., 128. 



SECTION vn. 

TERMINATION OF CORPORATE LIFE— SERIAL, PERMANENT 
AND TERMINATING ASSOCIATIONS— DIVIDENDS— USURY 
—LIABILITY OF TRUSTEES— ANNUAL REPORT— EXAAIIN- 
ATION. 

§ 7. Every such corporation shall terminate, except for 
the purpose of settling its affairs, whenever all the shares 
thereof shall be redeemed by advances thereon, or when- 
ever the owners of unredeemed shares shall be paid the^ 
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xiltimate value thereof, as provided in the articles of asso- 
<;iatioii, and not sooner ; but no dividend of principal or of 
profits shall be made until such termination, nor until all 
the debts of the association shall have been paid or other- 
wise sufficiently provided for. No holder of redeemed 
shares shall claim to be exempt from making the monthly 
payments provided in the articles of association, upon the 
ground that by reason of losses or otherwise the associa- 
tion has continued longer than was originally anticipated, 
whereby the payments made on such shares may amount to 
more than the amount originally advanced, with legal 
interest thereon -fnor shall the imposition of fines for non- 
payment of dues or fees, or other violation of the. articles 
of association, nor shall the making of any monthly pay- 
ment required by the articles of association, or of any pre- 
mium for loans made to members be deemed a violation of 
the provisions of any statute against usury. 

This is the text of the original statute of 1851. This section was 
-amended by Chapter 564 of Laws of 1875, and this amendment was 
further amended by Chapter 96 of Laws of 1878. The following is the 
text of these amendments : 

§ 1. The seventh section of chapter one hundred and 
twenty-two of the laws of eighteen hundred and fifty-one, 
entitled " An act for the incorporation of building, mutual 
loan, and accumulating fund associations," is hereby 
amended so as to read as follows : 

§ 7. The trustees of any association formed under the 
provisions of this act may, from time to time, declare divi- 
-dends from the earnings of the association, payable in such 
manner as may be provided in the articles of association ; 
but no dividend shall be declared except from the earnings 
of the association, and if the trustees of any such associa- 
tion shall declare and pay any dividend when the company 
is insolvent, or any dividend the payment of which would 
render it insolvent, they shall be jointly and severally 
liable to the extent of the dividend so declared and paid, 
for all the debts of the association then existing or that 
:sliall be thereafter contracted while they shall respectively 
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continue in office ; provided, that if any of the trustees shall 
object to the declaring of such dividend or to the payment 
of the same, and shall, at any time before the time fixed for 
the payment thereof, file a certificate of his objection in 
writing with the clerk of the company and with the clerk of 
the county, he shall be exempt from the said liability. But 
no trustee, who shall be present at any meeting when such 
dividend is declared, shall be exempt from such liability 
unless he shall then and there object to the declaration or 
payment of such dividend, and shall also procure his objec- 
tion to be noted in the book of minutes of such association. 
No holder of redeemed shares shall claim to be exempt from 
making the monthly or other stated payments provided in 
the articles of association upon the ground that, by reason 
of losses or otherwise, the association has continued longer 
than was originally anticipated, whereby the payments- 
made on such shares may amount to more than the amount 
originally advanced, with legal interest thereon ; nor shall 
the imposition of fines for the non-payment of dues or fees,, 
or other violation of the articles of association, nor shall the 
making of any monthly payment required by the articles of 
association, or of any premium for loans made to members,, 
be deemed a violation of the provisions of any statute 
against usury. 

Section 1 is section 1 of chapter 564, Laws of 1875. 

Permanent, Serial and Temiinatiugr Associations. 

The distinction between permanent, serial, and terminating associa- 
tions is suggested by the words of the original section ** every such cor-^ 
poration shall terminate . . . whenever all the shares thereof shall be 
redeemed b v advances thereon, or whenever the owners of unredeemed 
shares shall be paid the ultimate value thereof." The original and the 
amended statute seemed to include the three classes. Permanent soci- 
eties have a corporate life for a given term of years, or a perpetual 
existence, or during the duration of certain series of shares. A serial 
association has a fixed number of shares but does not issue all at one 
time, but divides them into groups or series, and issues each succes- 
sively. A terminating society has but one series of shares, and with 
their redemption or payment corporate life expires. Terminating asso- 
ciations are more popular and common in the United States and the: 
other classes are comparatively rare. 
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Dividends— Liability of Trustees. 

A material difference will be noted between the original section and 
the amendments, as to the distribution of profits. Under the original 
law no profits or dividends could be paid until the final termination of 
shares or the association. Under the amendments they may be dis- 
tributed at such periods as the articles of association may provide. 
Dividends must, however, be actual profits, and funds sufficient to pay 
all outstanding liabilities must always be reserved. If after the pay- 
ment of a dividend, there are not sufficient funds to pay present obliga- 
tions and those subsequently accruing but during the term of office of 
the trustees who determine the dividend, they are made personally 
liable for such indebtedness, to the extent of the dividend thus improv- 
idently distributed. 

This method of paying profits as dividends before the final division 
of the common fund and the payment of shares, is an innovation on 
the old business plan originally adopted by these associations. Under 
the old method, interest and jjremium were added to the principal and 
was again loaned out, again drawing interest and earuiug premiums^ 
and this was continued until the total fund was ready for distribution 
as matured shares. With the annual or more frequent distribution of 
profits arises a new feature in their financial autonomy. Under this 
section as amended, dividends may be apportioned and credited to each 
share or may be paid to each member at such periods as may be 
determined by the articles of association of each corporation. If divi- 
dends are only apportioned and credited periodically to the shares, 
then the old method is not disarranged ; but when dividends are. paid 
to members at fixed intervals, then the maturity of the shares will be 
considerably delayed. Interest and premium, the two components of ' 
the profits of an association, are withdrawn from the profit-making 
fund, and thus a substantial source of gain is lost. As the shares of 
that association mature more quickly, other things being equal, where 
the fund drawing interest and inviting premiums is largest, it is 
apparent that where dividends are periodically withdrawn, the maturity 
of shares will be materially postponed, except under the following 
scheme. When the dividends are paid, the dividend apportioned to 
each share is credited to that share and with it form a fixed cash value 
for the purpose of arriving at an early maturity. When the fund has 
reached such an amount as would, when added to the total dividend* 
already paid out, be sufficient when divided into as many parts as there 
are shares to yield to each the established matured cash value, then in 
that event the shares may be said to have matured. 

Usury— Decisions of tlie Courts. 

The borrowing member's duty to continue his regular payments even 
after he has paid off by his regular installments the amount of his loan 



48 TERMINATION OF CORPORATE LIFE, ETC. 

and interest is explicitly declared. The possible defence of usury when 
further payments exceed the loan and interest, is avoided by the statu- 
tory declaration that such further and additional payments as premi- 
ums, fines ancl dues shall not be deemed usurious. 

On the question of usury there has been much litigation in this State. 
In probably the first case that received judicial criticism — Hamilton 
Building Association v. Reynolds, 5 Duer, 671, decided by the Superior 
Court of New York City in 1856, it was the opinion of the court that a 
mortgage in the usual form to a building association was designed only 
to secure monthly payments and was a valid security for that purpose 
only and not for the payment of fines or other dues. In that case it 
was contended by the mortgagor that the mortgage was a valid security 
only for the payment of the loan and legal interest thereon. 

In the case of the Citizens Mutual Association i\ Webster et al, 25 
Barb., 263, decided by the Supreme Court in 1857, it was held that no 
nsury obtained in the general business of these associations in the exac- 
tion of premiums, interest, dues and fines. The plaintiff corpora- 
tion had received a high premium which had been immediately 
deducted from the loan and the remainder was the actual amount of 
the loan. The borrower covenanted in the mortgage to pay the regular 
monthly dues and fines on his shares and interest on the full nominal 
amount of the loan, which included the premiums. The defendant 
made default and in the foreclosure suit set up the defence of usury 
The court held that there was no usury, and would not interfere on 
the pretense that the contract was "oppressive and unconscientious.*. 
The court sustained this view by the claim that the contract was for the 
payment of fixed monthly dues, to continue until the termination of 
the association. That it depended upon the good or ill success of the 
association, whether the total payments would amount to or exceed the 
amount actually loaned the borrower, and interest thereon. 

The court further said : " If the covenant was for the payment of the 
full nominal amount of loan and interest there could be no doubt of 
usury;" (this notwithstanding section 7, act of 1851.) **The loan is but 
another name for the redemption of shares, receiving in advance moneys 
not due until the member had continued his payments with possibly 
incidental fines for a much longer period. The statute of usury is 
repealed as to the taking of premiums, and also to interest on premium 
although previously deducted. The greater the premiums and greater 
the amount drawing legal interest, ^the sooner will the association have 
the necessary funds to pay off all the shares, the shorter will be the life 
of the association, the number of payments by the borrower will be less, 
and the mutuality of the whole scheme removes the ordinary objections 
to the unusual interest. For this reason the contract cannot be said to 
be oppressive." 

A contrary conclusion was reached in the case of Mellville r. American 
Benefit Building Association, 33 Barb., 103, decided by the General 
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Term Supreme Court in 1860. The borrowing member had redeemed 
several shares, a large premium was deducted before payment, and he 
had contracted to pay a fixed sum monthly which included regular 
monthly dues and interest on the full nominal amount of the loan. 
The borrower had actually received on his shares about thirty-five 
hundred dollars and agreed to pay eighty-four dollars monthly. By 
computation it appeared that the association could not possibly termi- 
nate for at least five, and might continue for eight years. By his 
monthly payments of eighty-four dollars he would have paid off in four 
years the actual amount loaned, and interest. Further payments would 
seem usurious. The defendant had not been incorporated at the 
period of these transactions but was subsequently incorporated under 
the act of 1851, but the borrower had not consented to the resolution of 
incorjDoration. The articles of defendant association were substantially 
similar to those of all existing associations. On this basis of fact the 
court held that the whole purpose of the articles of association was to 
secure an illegal rate of interest from those who were forced by neces- 
sity to borrow, and that the owners of unpledged shares were the only 
beneficiaries of the system which was used as a subterfuge for usurious 
and illegal extortion. The court further held that as the transactions 
had been consummated before incorporation under the act of 1851, the 
provisions of that statute as to excessive interest were not relevant. It 
seems that under this decision the sole legality of the practice of 
exacting from the borrower more than the actual loan and interest 
rests on the statutory declaration in section 7. The court here seemed 
to fail in its conception of a redemption of shares. See index 
. "Advances." 

A later decision by the highest tribunal in the State in the case of City 
Building and Loan Company v. Fatty, 1 Abbott's Appeal Decisions, 347, 
decided in 1867 by the Court of Appeals, points in a different direction 
and establishes the legality of this custom on premises independent of sec- 
tion 7. In this case the court held that the fact that the money was 
not to be repaid, but that certain monthly payments were to continue 
until the termination of the association, which might happen earlier 
than such a period during which the payments might aggregate an 
amount larger than the amount received as a loan and interest thereon, 
established its legality. It was further held that the right to loan 
implies the right to exact interest ; that although interest was charged 
on the full amount of the loan Vhile installments had been paid, it was 
not usurious. This decision may be considered authoritative and it is 
perfectly in consonance with the theory of these associations and is 
based on their actual principles. The advance on shares is here 
properly regarded as a redemption of shares and not as a single loan. 

It may be remarked here that these associations cannot avail them- 
selves of the defence of usury. Sections 1, 2, chapter 172, Laws of 1850. 
See index. 
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Annual KeiH>rt. 

§ 2. Eyery corporation organized under the provisions of 
said act, and every corporation heretofore organized under 
the laws of this State, for purposes similar to those pro- 
vided for in said act, shall annually make a full report in 
writing of the affairs and condition of such corporation, on 
the first day of January in each year, to the Superintendent 
of the Banking Department, in such form, and by such 
officers of the said corporation, as the said superintendent 
may designate, which report shall be in place of any report 
which any such corporation may now be required to make 
to the Supreme Court, the Comptroller, or otherwise. Such 
report shall be verified by the oath or affirmation of the 
officers making such report, and any willful, false swearing 
in regard to such report shall be deemed perjury, and be 
subject to the prosecutions and punishments prescribed by- 
law for that offense. Every such report shall be made 
within twenty days after the day to which it relates, and 
shall be in such form, and contain such statements, returns 
and information, as to the affairs, business, condition, obli- 
gations and resources of such corporation, as the said 
superintendent may from time to time prescribe and 
require. And the said superintendent may, if he be of 
opinion that it is desirable, require that a like report, either 
wholly or in part, as to the particulars aforesaid, be made 
to him at any time, by any such corporation aforesaid,, 
within such period as he may designate. 

§ 2 is section 2 of chapter 564, Laws of 1875. 

The report must be made to the Superintendent of the Banking 
Department within a reasonable time after the first day of January in 
each year, but within twenty days of the last day of business to which 
the report relates. The Department has as yet suggested no special 
form for the report. An intelligible exposition of the condition of the 
association is sufficient. Facts and not conclusions are required in 
the report ; it should show the assets, liabilities, actual value of invest- 
ments, and nature of securities. The associations are at all times sub- 
ject to the official visitation of the Banking Department, and on demand 
must furnish a report to the superintendent on any point on which he 
may request information. 
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The only Buildings and Loan Associations that complied 
with tliis section of the statute during^ the years 
1887 and 1888, are as follows : 

1887. 

Brooklyn Mutual Building and Loan Association. 
Brooklyn & New York Arcanum Building, Loan and Savings Asso- 
ciation. 
Building and Loan Association of Newburgh. 
Chautauqua First Equitable Building Society, Jamestown, N. Y. 
Empire Savings and Aid Association of Oswego, N. Y. 
Hudson Building and Loan Association. 
Irish- American Savings and Loan Association, Buffalo, N. Y. 
Jamestown Permanent Loan and Building Association. 
Bichmond Co. Building and Mutual Loan Association. 
Salamanca Loan and Building Association, Salamanca, N. Y. 
Serial Building, Loan and Savings Institution, New York City.. 
Staten Island Building, Loan and Savings Association. 
Stuyvesant Falls Building and Loan Association. 
The Chemung Valley Mutual Loan Association, Elmira, N. Y. 
The Homestead Aid Association of Utica. 

1888. 

Brooklyn City Co-operative Building and Loan Association. 
Brooklyn & New York Arcanum Building, Loan and Savings Asso- 
ciation. 

Chautauqua First Equitable Building Society of Jamestown, N. Y. 

Co-operative and Loan Association of Binghamton, N. Y. 

Edgewater Co-operative Savings and Building Loan Association. 

Empire Saving and Aid Association of Oswego. 

Home Building and Loan Association of Mt. Vernon, N. Y. 

Hudson Building and Loan Association. 

Jamestown Permanent Loan and Building Association. 

Long Island City Building and Loan Association. 

Manhattan Mutual Co-operative Savings and Loan Association. 

Northfield Building and Loan Association. 

Oneida Saving, Building and Loan Association. 

Bichmond Co. Building and Mutual Loan Association. 

Salamanca Loan and Building Association. 

Serial Building, Loan and Savings Institution. 

Staten Island Building, Loan and Savings Association. 

Stuyvesant Falls Building and Loan Association. 

The Chemung Valley Mutual Loan Association, Elmira, N. Y. 
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The Harlem Co-operative Building and Loan Association. 
The Homestead Aid Association of Utica, N. Y. 
The Industrial Co-operative Building and Loan Association, N. Y. 
City. 
The Oswego Mutual Savings and Aid Association. 
The Town of Bamapo Building and Loan Association, Sufifem, N. Y. 

Special £xainination— Expenses of. 

§ 3. Whenever the stockholders of any corporation organ- 
ized under the provisions of this act, shall deem that a pur- 
sonal examination by said superintendent of the affairs of 
said corporation is desirable or necessary, it shall be the 
duty of said superintendent, on the request in writing, 
signed by not less than five of the stockholders of said cor- 
poration, that such examination be made, either by himself 
or by some person duly appointed by him for that purpose, 
make a full and careful examination of the affairs of said 
corporation and make his report thereon as herein provided. 
The person making such examination shall have power to 
administer oaths and take all testimony by him deemed 
necessary and proper, and to compel the attendance of 
witnesses and the production of books and papers, by like 
process and in the same manner as now provided by law 
to procure the attendance of witnesses and the production 
of books and papers in the courts of record in this State. 
The expense of such examination shall be borne by said 
corporation, but no charge shall be made therefor, when 
the examination is made by said superintendent personally 
or by one of the salaried employees of his department, 
except for necessary traveling and other expenses ; when- 
ever said superintendent shall appoint any person other 
than a salaried officer in his department to make such 
examination, the amount charged therefor shall not exceed 
ten dollars per day for the time actually expended in mak- 
ing the same, and the actual and necessary expenses here- 
inbefore provided. 

§ 3 is Chapter 96, Laws of 1878. 

Nature of the Examination. 

§ 4. On every such examination inquiry shall be made as 
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to the condition and resources of the corporation generally, 
the mode of conducting and managing its affairs, the action 
of its directors or trustees, the investment of its funds, the 
safety and prudence of its management, the security 
afforded to those by whom its engagements are held, and 
whether the requirements of its charter and of law have 
been complied with in the administration of its affairs. 

A special examination similar to that of a savings bank is what is here 
intended. It is a minute and thorough investigation of the actual 
business transacted, of the methods employed, and of the specific per- 
formance of their duties by officers and trustees. The statute makes 
the examination mandatory on the superintendent of the banking 
department if five or more shareholders file a written request that such 
action be taken. As to the payment of the expense of the examination 
it is customary for the superintendent to certify as to reasonableness of 
the amount charged, when not made by a salaried officer iji the depart- 
ment, subject to above limitation. 

If from the report of the special examiner the superintendent is of 
the opinion that unsafe or improper methods have been followed it 
rests in his discretion to declare whether the evils are serious enough to 
warrant legal proceedings against the association. Before proceeding 
to litigation a demand must be made on the association to cease the 
' 'illegal or unsafe practices. " It will be seen that a serious responsibility 
devolves upon the superintendent ; he is made the sole judge in the first 
instance of what is unsafe or inexpedient, and what is proper security 
for the investment of funds. 

Section 4 is Section 4 of Chapter 564, Laws of 1875. 

» 

Superintendent of Banking^ Department to order I>is- 
coutiuuauce of Illegral and Unsafe Practices. 

§ 5. If it should appear to the said superintendent from 
the report of any such corporation, or from any examina- 
tion made by him, or from the report of any examination 
made to him, that any corporation has committed a viola- 
tion of its charter or of law, or is conducting business in 
an unsafe or unauthorized manner, he shall by an order 
under his hand and seal of oflSce, addressed to such cor- 
poration, direct the discontinuance of such illegal or unsafe 
practices and conformity with the requirements of its 
charter and of law, and with safety and security in its 
transactions, and whenever any corporation shall refuse or 
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neglect to make such report as is hereinbefore required, or 
to comply with any such order as aforesaid ; or whenever it 
shall appear to the superintendent that it is unsafe or 
inexpedient for any corporation to continue to transact 
business, he shall communicate the facts to the Attorney- 
General, who shall thereupon be authorized to institute 
such proceedings against any such corporation as are now, 
or may hereafter be provided for by law in the case of 
insolvent corporations, or such other proceedings as the 
nature of the case may require. 

Section 5 is Section 5 of Chapter 564, Laws of 1875. 

f 
Failure to Furnish Report— Penalty. 

§ 6. If any such corporation shall fail to furnish to the 
Superintendent of the Banking Department any report or 
statement required by this act, at the time so required, it 
shall forfeit the sum of ten dollars per day for every day 
such report or statement shall be so delayed or withheld, 
and the said superintendent may maintain an action in his 
name of office to recover such penalty, and when collected, 
the same shall be paid into the Treasury of the State and 
be applied to the expense of the Bank Department. 



SECTION VIII. 

ASSOCIATIONS FORMERLY ORGANIZED MAY RE-ORGANIZE. 

§ 8. Any existing association formed for the purposes 
mentioned in the first section of this act, may, on the vote 
of a majority of the voting shares, at any regular meeting 
after the passage of this act, become entitled to the benefit 
of this act, on complying with the second and third sections 
thereof, unless the second section has heretofore been 
complied with; in which case it shall be necessary to 
comply only with the said third section. 
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SECTION IX. 

MISCONDUCT-FRAUD AND EMBEZZLEMENT— CIVIL LIA- 
BILITY. 

§ 9. No oflScer, trustee, attorney, agent or servant of any 
association hereby incorporated, shall use or dispose of 
any part of the funds of such association, or assign, trans- 
fer, cancel, deliver up or acknowledge satisfaction of any 
bond, mortgage or other written instrument belonging to 
such association, unless duly authorized, or Be guilty of any 
fraud in the performance of his duties ; and every person 
guilty of a violation of this section shall be liable civilly to 
the party injured, to the extent of the damage thereby 
incurred, and shall also be liable to an indictment for a 
misdemeanor, punishable by fine or imprisonment, or both, 
in the discretion of the court by which he shall be tried. 

Directors may be said to be, in the sense of this section, included 
among ** officers." Gross inattention and negligence may by their 
•consequences amount to fraud. 

Watts' Appeal, 78 Pa. St. 370. 

Errors in judgment, although gross and ridiculously absurd, have 
been held to be not fraudulent. 
Spering*s Appeal, 71 Pa. St. 11. 
Smith V. Prattville Manufacturing Company, 29 Ala. 503. 



SECTION X. 

ANNUAL REPORT— PUBLICATION OF— WHO SHALL VERIFY. 

§ 10. Each association formed under the provisions of 
this act, shall, at the close of its first year's operations, and 
•annually at the same period in each year thereafter, publish 
in at least two newspapers published in the place where 
their business may be located, or if no newspaper shall be 
published in such place, then in any two newspapers pub- 
lished nearest such place, a concise statement verified on 
the oaths of its president and secretary, showing the actual 
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financial condition of the association, and the amount of its- 
property and liabilities, specifying the same pai-ticularly. 

This publication of the annual report is not superseded by the annual 
report to the superintendent of the Banking Depai*tment. A publi- 
cation of a copy of the official report to the superintendent, duly 
authenticated by the affidavits of the president and secretary or of the 
officers acting in their places, will be sufficient. 



SECTION XI. 

PERSONAL LLA.BILITY OF STOCKHOLDERS, DIRECTORS AND- 

OFFICERS. 

§ 11. All the shareholders of any association formed 
under this act, shall be individually liable to the creditors 
of said association, to an amount equal to the amount of 
stock held by them respectively, for all debts contracted by 
such association. The directors or other officers of every 
association formed under this act, shall be personally liable 
for any fraudulent use, disposition or investment of any 
moneys or property belonging to such association, or for 
any loss which shall be incurred by any investment made 
by such directors or other officers, other than such as 
are mentioned in and authorized by this act ; but no director 
or other officer of any such association shall be liable as 
aforesaid, except he authorized, sanctioned, approved or 
made such fraudulent use, disposition or investment as 
aforesaid. 

This section is consistent with the general statutory liability of cor- 
porations generally. See index. 

The question is here suggested whether this liability extends to the 
full matured values of the shares held by a member, or only to the 
amount of dues or fees payable at the time of the creation of the cor- 
poration's indebtedness. The capital stock of these associations is an. 
anomaly in the law of corporations, and from its nature it cannot be 
fully paid in until the termination of the association or of the series. 
The general statutory liability defined in previous y&ges qualifies- 
this responsibility under certain contingencies ; as when the whole- 
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capital has not been paid in, the stockholders mnst bear a proportionate 
share of the excess of corporate indebtedness over the capital actuall^r 
paid in, but snch proportion not to exceed the "pox value of stock held 
by the stockholders. With this qualification of the foregoing sec- 
tion in view, it seems most reasonable to regard the capital of 
these associations as not fully paid in until the termination of corporator 
existence. The text of the statute extends the liability *' to the amount 
of stock held by them respectively." As the stock is not truly paid for 
until the shares have matured at the end of the corporate life of the- 
association, this special liability and the general statutory liability of 
corporations are in harmony. 

It seems that each stockholder is liable only in due proportion with 
the others and cannot be proceeded against singly. Mann v, Fentz, ^ 
N. Y., 415. (Reversing same case 2 Sandf. Ch. 257.) 

In some respects contrary to this is the case of Bemington v. King,. 
11 Abb. Pr. 278. The plaintiff had secured judgment against a building- 
association which had been organized under the act of 1851, and 
then sued the defendant Bemington as a stockholder of the asso- 
ciation under the provisions of Section 11. The defendant admitted'. 
the ownership of the stock but alleged an indebtedness of the associa- 
tion to him equal to the value of his stock. The court held that th&- 
defendant might set off his claim against the association against plain- 
tiffs claim ; -that the defendant was also a creditor within the meanings 
of Section 11 and was therefore entitled to equal equities with all other 
creditors. 

A member seems to be liable for his pro rata share of losses sus- 
tained, determined or discovered after service of notice of intention to 
withdraw, if such losses spring from a contract or act of the association 
consummated during the membership of the withdrawing member. 

Knoblach v, Blum Building and Loan Association. 8 Pittsburgh Leg.- 
Jour. 89. 

Shareholders cannot evade liability for losses by transfer of shareS' 
-without the consent of the association. 

McGrath v. Hamilton Building Association, 44 Pa., 388. 



SECTION XII. 

LIABILITY OF PLEDGOB AND PLEDGEE, EXECUTOBS, ETC: 

§ 12. No person holding stock in any such company, or 
executor, administrator, guardian or trustee, and no person 
holding such stock as collateral security, shall be personally 
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subject to any liability as stockholder of such company, bu 
the person pledging such stock shall be considered as hold — 
ing the same, and shall be liable as a stockholder accord- 
ingly ; and the estate and funds in the hands of such execu- 
tor, administrator, guardian or trustee shall be liable in- 
like manner, and to the same extent as the testator or intes- 
tate, or the ward or person interested in such trust fund 
would have been if he had been living and competent to 
act, and hold the same in his own name. 

The meaning of Section 12 and of Section 13 post construed together 
seems to be that when stock is pledged to a member or third person, 
the person holding the stock as security will not be liable for any 
indebtedness of the actual owner or of the association. The owner of 
the stock is the real member and is alone entitled to the benefits and 
subject to the duties and penalties attaching to membership. In the 
case of an executor becoming entitled to the rights of membership by 
reason of his testator's ownership of stock he is responsible for liabili- 
ties of the association only to the extent of testator's property. In the 
case of guardianship or trust the guardian is answerable to the amount 
of the ward's property in the hands of the g^rdian. (See Section 6, 
^< Minors," index.) 



SECTION xni. 

EXECUTOR OR TRUSTEE MAY VOTE ON STOCKS OP TESTA- 
TOR OR WARD. 

§ 13. Every such executor, administrator, guardian or 
trustee, shall represent the share of stock in his hands at 
all meetings of the company, and may vote accordingly as 
a stockholder ; and every person who shall pledge his stock 
as aforesaid, may, nevertheless, represent the same at all 
such meetings, and may vote accordingly as a stockholder. 

When an association has Hmited the right of voting to one vote to 
each member, irrespective of the nnmber of shares he may own, this 
restriction will apply to trustees, executors, and similar representatives 
of members. See index, "Voting." 
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SECTION XIV. 

^LECTION OF OFFICERS AND TRUSTEES— FAILURE TO ELECT 

—TRUSTEES TO ACT. 

§ 14. In case it shall happen at any time, that an election 
of officers shall not be made on the day designated by the 
by-laws of said company, when it ought to have been made, 
the company for that reason shall not be dissolved ; but it 
shall be lawful, on any other day, to hold an election for 
trustees, in such manner as shall be provided for by the 
said by-laws ; and all acts of trustees shall be valid and 
binding as against such company, until their successors 
shall be elected. 

If the mode of election is prescribed in the articles of association or 
by-laws it should be carefully followed ; if no special mode is pro- 
vided then any mode adopted in good faith will be sufficient. 

Angell and Ames on corporations, Section 138. 



SECTION XV. 

LEGISLATIVE RESERVATION AS TO REPEAL OR SUSPENSION 

OF CORPORATE RIGHTS. 

§ 15. The legislature may at any time alter, amend, or 
repeal this act, or may annul or repeal any incorporation 
formed or created under this act ; but such amendment or 
repeal shall not, nor shall the dissolution of any such com- 
pany take away or impair any remedy given against any 
such corporation, its stockholders or oflScers, for any 
liability which shall have been previously incurred. 



SECTION XVI. 

CAPITAL STOCK — INCREASE OR DIMINUTION OF — WHEN 

INDEBTEDNESS EXISTS. 

§ 16. Any company which may be formed under this act 
may increase or diminish its capital stock, by complying 
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with the provisions of this act, to any amount which may 
be deemed sufficient and proper for the purposes of the 
corporation, but before any corporation shall be entitled to 
diminish the amount of its capital stock, if the amount of 
its debts and liabilities shall exceed the amount of capital 
to which it is proposed to be reduced, such amount of debts, 
and liabilities shall be satisfied and reduced so as not to 
exceed such diminished amount of capital. 
The comments on this section are under Section 18. 



SECTION XVII. 

CAPITAL STOCK— INCREASE OR DIMINUTION OP— NOTICE OF 

MEETING— DETAILS OF. 

§ 17. Whenever any company shall desire to call a meet- 
ing of the stockholders, for the purpose of increasing or 
diminishing the amount of its capital stock, it shall be the 
duty of the trustees to publish a notice signed by at least a 
majority of them, in a newspaper in the county, if any shall 
be published therein, at least three successive weeks, and 
to deposit a written or printed copy thereof in the post- 
office, addressed to each stockholder at his usual place of 
residence, at least three weeks previous to the day fixed 
upon for holding such meeting, specifying the object of the 
meeting, the time and place when and where such meeting^ 
shall be held, and the amount to which it shall be proposed 
to increase or diminish the capital, and a vote of at least 
two-thirds of all the shares of stock shall be necessary to- 
an increase or diminution of the amount of its capital stock*. 
The comments on this section are under Section 18. 



SECTION XVIII. 

CAPITAL STOCK — INCREASE OR DIMINUTION OF— MEETINa 
FOR— TWO-THIRDS OF SHARES PRESENT— ORGANIZATION 
FOR — DETAILS OF — CERTIFICATE OF PROCEEDINGS — 
VERIFICATION AND FILING OF CERTIFICATE. 

§ 18. If at any time and place specified in the notice 
provided for in the preceding section of this act, stock- 
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holders shaU appear in person or by proxy, in numbers 
representing not less than two-thirds of all the shares of 
stock of the corporation, they shall organize, by choosing 
one of the trustees chairman of the meeting, and also a 
suitable person for secretary, and proceed to a vote of those 
present, in person or by proxy ; and if on canvassing the 
yotes it shall appear that a sufficient number of votes has 
been given in favor of increasing or diminishing the amount 
of capital, a certificate of the proceeding, showing a com- 
pliance with the provisions of this act, the amount of capital 
actually paid in, the whole amount of debts and liabilities 
of the company, and the amount to which the capital stock 
.-shall be increased or diminished, shall be made out, signed 
And verified by the affidavit of the chairman, and be coun- 
tersigned by the secretary, and such certificate shall be 
Acknowledged by the chairman, and filed as required by the 
first section of this act ; and when so filed, the capital stock 
of such corporation shall be increased or diminished to the 
Amount specified in such certificate. 

These are very definite instructions as to the method to be pursued. 
Their definiteness require exact adherence and careful and deliberate 
Action. The first condition preliminary to a legal increase or diminu- 
tion is the determination of existing liabilities, including profits already 
Accrued, compensation to officers and unliquidated claims against the 
Association for the fraud, misconduct or misrepresentation of agents. 
The liabilities not exceeding the amount to which the capital is to be 
reduced, the next step is the mailing of the proper notices to the last- 
^ven post-office address. A representation of two-thirds of all the 
shares actually subscribed for is necessary for legal action. A majority 
of the votes cast at the special meeting is sufficient to modify the 
•capital. It will be noticed that the right to vote by proxy, though not 
■customary in these associations, is specifically given by Section 18. 

The certificate should contain the following recitals: first, of the 
issue of the notice three weeks prior to the time of the special meeting ; 
:fiecond, of the publication of the notice for three successive weeks prior 
to the meeting; third, of the deposit in the post-office three weeks 
iprior to the meeting of a copy of the notice in a securely clpsed 
•envelope with postage prepaid and addressed to each member at his 
last-known post-office address ; fourth, of the attendance in person or 
by proxy of the owners of two-thirds of the shares actually subscribed ; 
:fifth, of the selection of a trustee (naming him) as chairman ; sixth, of 
the selection of a secretary ; seventh, of the number of those persons 
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present in penon and those represented by proxies; eighth, of the 
number of votes cast ; ninth, of the number of votes cast for the rest)- 
lution to increase or diminish the capital stock ; tenth, of the amount 
paid in ; eleventh, of the total liabilities, and, twelfth, of the amount 
to which the capital stock has been increased or diminished. 



SECTION XIX. 

EXEMPTION FROM SHERIFF'S LEVY AND SAI^E— TO WHAT 

AMOUNT. 

§ 19. The shares held by the members of all associations 
incorporated under the provisions of this act, shall be 
exempt from sale on execution for debt, to an extent not 
exceeding six hundred dollars in such shares at their par 
value. 

By par value is here meant the full future value of the shares when 
the series has reached the time for final distribution. A member who 
holds shares, the par value of which is six hundred dollars or less, i& 
wholly exempt, so far as these shares are concerned, from execution 
and sale under a judgment. But if the judgment should be in favor 
of the association and arise from the ownership of the shares, a decree 
of the court might order a transfer to the association of the shares or 
the accumulations thereon. This exemption would not obtain in any- 
special proceeding in law, or in what is technically known as an action 
in equity, when the final process of the court is enforced by a decree. 



SECTION XX. 

MAXIMUM AMOUNT OF LOAN. 

§ 20. No loan made by any such association to any of its. 
members may exceed in amount the par value of the capital 
stock for which such member may have subscribed. 

The amount actually loaned to one member after deducting premium 
if paid at time of loan shall not exceed the full future value of all the: 
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shares held by a borrowing member. When a member holds shares in 
his own right, and as trustee for minors, the amount of his loan must 
not exceed the future value of the shares held in his own right. 



SECTION XXI. 

CERTIFICATE OP INCORPORATION— HOW MADE LEGAL EVI- 
DENCE FOR COURTS. 

§ 21. The copy of any certificate of incorporation, filed 
in pursuance of this act, certified by the county clerk or 
his deputy to be a true copy, and of the whole of such cer- 
tificate shall be received in all courts and places as pre- 
sumptive legal evidence of the facts therein stated. 



SECTION XXII. 

§ 22. This act shall take effect immediately* 



THE ACT OF 1887. 



BsiHa 
Chapter 556~Iiaw8 of 1887f 

PASSED 

June 8, 1887f 

AinO ENTITLXD 

*'AN ACT PEOVIDING FOR THE FORMATION OF 
CO-OPERATIVE SAVINGS AND LOAN ASSOCI- 
ATIONS." 



NoTB.— See Appendix A.— Opinion of the Attorney-General as to im- 
plied repeal of the Act of 1851, Chapter 123. 
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SECTION I. 

CORPORATORS— MINIMUM NUMBER OP— CORPORATE NAME, 

§ 1. Any fifteen or more persons, being of full age, may 
form an association as provided in this act. All associa^ 
tions formed under the provisions hereof shall be known as 
•co-operative savings and loan associations ; and the name 
of every association, so formed, shall contain as a part 
thereof, the words " Co-operative Savings and Loan Asso-^ 
ciation." 

The minimum number of incorporators is increased from nine as 
allowed under the act of 1851, to fifteen. The name of the association 
may be any selected by the incorporators, but to it must be added as 
part of the title '* Co-operative Savings and Loan Association." This 
statutory part of the corporate title is impersftive and was intended by 
the legislature as a restriction on the fulsome and misleading names 
assumed by former corporations of a like character. 



SECTION II. 

OBJECT OP THE ASSOCIATION— LOANS— RE-PAYMENT. 

§ 2. The object and purpose of such associations shall be 
to encourage industry, frugality, home building and savings 
among its members ; the accumulation of saviiigs, the loan- 
ing of such accumulations to its members, and the re-pay- 
ment to each member of his savings, when they have accu- 
mulated to a certain sum, or at any time when he shall 
desire the same, or the association shall desire to re-pay 
the same. 

The two leading features — a savings institution and a means of home 
building— are here specifically outlined. The statute contemplates the 
accumulation of savings, the loaning of funds to members and non- 
members, re-payment in installments or in total when the member may 
desire it or when the association may elect. As to the time of re-pay- 
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meut of accumulatious, this section creates a comparatively new feature 
in these associations and places their organization on an almost different 
theory. The original idea of continuing membership until the final 
distribution of the fund, is here wholly disregarded, and division may 
be had at any time, if the association so desires. On the restrictions as 
to payment before final dissolution, see index, ''Payment.*' 



SECTION III. 

INCORPORATION-METHOD OF -CERTIFICATE OF—CONTENTS 
OF CERTIFICATE-FILING AND RECORDING OF CERTIFI- 
CATE-SECRETARY OF STATE SHALL ISSUE HIS CER- 
TIFICATE—RECORDING OF THIS CERTIFICATE. 

§ 3. Said associations shall become incorporated by the 
said fifteen or more persons making, signing and acknowl- 
edgment of deeds in iihis State, a certificate, wherein shall 
be stated the name of said association ; that the association 
is formed under and for the purposes prescribed in this act ; 
the town, village or city where the association is located 
within this State, and the limit of the number of shares of 
stock it shall have outstanding at any one time. When 
made ias aforesaid, said certificate shall be filed and 
recorded in the office of the Secretary of State, and upon 
said certificate being so filed and recorded, the Secretary 
of State shall issue a certificate, in proper and suitable 
form, declaring the facts contained in said original certifi- 
cate, and the filing and recording thereof in his office, and 
which latter certificate shall thereupon be recorded in the 
county clerk's office of the county where said association is 
located ; and upon the same being so recorded, the persons 
named in the certificate first above mentioned, their asso- 
ciates and successors, shall become a corporate body. 

The fifteen incorporators must sign the certificate and acknowledge 
their signatures before an officer duly authorized to take acknowledg- 
ments of deeds. The three essential recitals of the certificate are the 
corporate name, the statement that the association is organized under 
Chapter 556 of the Laws of 1887, and for the purpose and object stated 
in that chapter ; the permanent business place and the maximum num- 
ber of shares to be at any one time outstanding. The maximum num- 
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ber of shares thus outstanding shall not exceed ten thousand. See sec- 
tion 5. 

Upon the filing of this certificate with the Secretary of State he shall 
issue a certificate of the fact and an intelligent statement of the con- 
tents of the original. This certificate of the Secretary of State shall be 
filed in the office of the Clerk of the County in which the association is 
to be permanently located, and the association becomes thereupon & 
legal corporation. 

It has been suggested that the association does not acquire legal cor- 
porate powers by the mere "filing " or delivery of the official certificate 
to the county clerk; that the words of the statute "filing and record- 
ing " mean the proper recording or indexing of the instrument as well 
as its filing or delivery. It has been well settled, however, by the 
highest court in the State, that the filing or delivery of an instrument 
to an officer of public records is "recording," as far as the legal duty 
of the person delivering the paper can be said to go. The burden of 
properly indexing, copying and recording is upon the public officer of 
registration (see Insurance Co. v. Dake, 87 N. Y. 257; Sec. 24, ch. 3, 
Part 2, Rev. Stat.) It is clear, therefore, that the mere delivery of the 
official certificate to the County Clerk, and payment or tender of his 
fees is all that is required under the statute to gain corporate powers. 

It will be noticed that the articles of association, constitution or by- 
laws are not required to be filed, as under the act of 1851 and the amend- 
ments thereto. By examining the following sections of the act, it will 
be seen that the principal features of the methods of an association and 
the leading points that control its spirit are explicitly defined by this 
statute. Only incidental and comparatively unimportant matters are left 
to the discretion of members. In associations organized under the act 
of 1851, the marks that distinguish one corporation from another, are 
found in the filed articles of association. All associations formed under 
the Act of 1887 must necessarily have like features and methods, as 
their essential elements are specifically regulated by the following sec- 
tions of the statute. 



SECTION IV. 

OFFICERS—BOARD OF DIRECTORS— MINIMUM NUMBER OF 
DIRECTORS — BY-LAWS — WHAT TO CONTAIN — SPECIAL 
MEETINGS— VOTE— EACH SHAREHOLDER ENTITLED TO 
ONE VOTE FOR EACH SHARE— TERMS OF OFFICE. . 

§ 4. The officers of the association shall consist of a 
president, vice-president, treasurer and secretary, who shall 
be ex officio members of the board of directors, which shall 
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consist of nine members, exclnsiye of said ex officio mem- 
bers. Other officers may be authorized by the by-ktws. 
The duties and compensation of the officers, their terms of 
office, the time of their election, and time of periodical 
meetings of the officers and shareholders shall be deter- 
mined by the by-laws ; except that the board of directors 
shall determine each year the compensation of the treasurer 
and secretary. Special meetings of the officers and share- 
holders shall be called and held as provided by the by-laws. 
JSach shareholder shall be entitled to one vote, at all meet- 
ings of the shareholders, for each share owned by him or 
held by him as trustee, not in arrears for dues. All officers 
shall hold office until their successors are duly elected and 
assume the duties of their office. No association shall 
•expire from neglect on its part to elect officers at the time 
prescribed by the by-laws. 

The comments on the Act of 1851, under sab-heads "meetings," 
"quomm," etc., (see Index), are equally applicable here. The right 
to vote is explicitly extended, giving a member a vote on eveiy share 
held by him and ''not in arrears for dues," at the title of voting. 
This is an innovation on the previous custom and should be strictly 
•construed. Non-payment of fines would not impair the right to vote, 
nor would any other arrearages or indebtedness, save non-payment of 
dues. 



SECTION V. 

MAXmUM CAPITAL-DIVISION OF— NUMBER OP SHARES OUT- 
STANDING — SERIES OP SHARES — PLEDGED AND UN- 
PLEDGED SHARES DEPINED — MAXIMUM NUMBER OP 
SHARES ALLOWED TO EACH MEMBER. 

§ 6. The capital of said association shall consist of the 
accumolated savings of its members, which it holds, and 
shall not exceed at any time one million dollars, and shall 
le divided into shares of the matured value of two hundred 
dollars each. The total number of shares outstanding at 
any time shall not exceed ten thousand. The shares shall 
l>e issued in yearly or half-yearly series, in such amounts 
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in each series, and at sach times as shall be determined by 
the by-laws of the association. No share of a prior series, 
shall be issued after the issuing of shares in a new series. 
Shares which have not been pledged as a collateral security 
for the re-payment of a loan shall be called unpledged 
shares. Shares that have been so pledged, shall be called 
pledged shares. No person shall hold more than ten 
unpledged shares in any one series, nor more than twenty 
pledged shares in one series. 

The total nnmber of shares at any time outstanding, including sharea 
taken and those not yet subscribed for, shall not exceed ten thousand. 
The restriction on the issue of a prior series, after a subsequent seriea 
has been opened, can not be waived by the consent of members. Such 
an issue in the face of this statutory prohibition would be absolutely 
void. The limitation on the number of shares to be allowed each mem- 
ber is an innovation, but a necessary one, however, in view of the unusual 
privileges granted by Section 4 of this Act, giving a vote to each share. 
It is a wise restriction on the ambitious members with more means than 
their fellows in a possible attempt to unduly control the management 
of the association to the disadvantage of the numerical majority wha 
may bold a minority of stock. 



SECTION VI. 

DUES DEFINED— WHEN PAID— WHEN TO COMMENCE— FINES 

—LIMITATION OF ENTRANCE FEES. 

§ 6. Savings paid to the association upon shares shall be 
called dues. At, or before, each stated monthly or semi- 
monthly meeting of the board of directors, each shareholder 
shall pay to the board, or a committee thereof, one dollar 
dues upon each share of stock held by him until the share 
reaches the value of two hundred dollars, or is withdrawn, 
canceled or forfeited. Payment of dues on shares of each 
series shall commence from its issue. The association shall 
have power to impose and collect a fine, not exceeding ten 
per cent, for each month in arrears, for every dollar of dues 
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or interest which a shareholder shall refuse or neglect to 
pay at the time it is due. They shall also have power to 
charge an entrance fee of not exceeding twenty-five' cents 
on every share of stock issued by the association. 

These provisions are mandatory and not directive. There can be no 
valid modification by the enactment of by-laws, or by the adoption of 
articles of association. 



SECTION VII. 

WITHDRAWALS— UNPLEDGED SHARES— NOTICE— AMOUNT OF 
WITHDRAWAL VALUE— PROVISO-ORDER OF PAYMENT 
—RETIRING OF UNPLEDGED SHARES — FORCED WITH- 
DRAWAL—SELECTION BY LOT. 

§ 7. The accumulations upon unpledged shares may be 
withdrawn, and the shares canceled after one month's writ- 
ten notice of such intention filed with the secretary at or 
before a stated monthly meeting of the board. If filed 
before such meeting, the one month's notice shall not be 
deemed to have commenced until the first regular meeting 
after the filing. The withdrawing shareholder shall be paid 
the amount of the withdrawal value of his accumulations as 
determined under the by-laws, at the last distribution of 
profits before the notice of withdrawal, together with all 
dues paid since such distribution, and such interest on the 
value of the shares at the time of the last distribution and 
on the dues thereafter paid, as the by-laws shall determine, 
less any fines unpaid and a proportionate share of any 
unadjusted loss ; provided, that at no time shall more than 
one-half the receipts of the association, and when the asso- 
ciation is indebted upon matured shares, no more than 
one-third, shall be applicable to the payment of withdrawing 
shareholders, without the consent of the board of directors, 
and when the demands of the withdrawing shareholders 
exceed the moneys applicable to their payment, they shall 
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be paid in the order in which their notices of withdrawal 
were filed with the secretary. The board of directors may 
at their discretion, under rules made by them, retire the 
unpledged shares of any series at any time after four years 
from the date of their issue, by enforcing withdrawals of 
the same , provided that the shareholders whose shares are 
to be retired shall be determined by lot, and that they shall 
be paid the full value of their shares, less all fines and pro- 
portionate part of any 'unadjusted loss. 

The important matter to be here prescribed by the by-laws is the 
rate of valuatiou to be placed on withdrawing shares. Its amount will 
be determined (a), by the valuation rate determined by the method 
prescribed in the by-laws which the shares had at the last distribution 
of profits, preceding notice of withdrawal ; (6), by the amount of dues 
— less fines — paid since that time ; and (c), interest on the withdrawal 
value. For a more detailed discussion of the theory of "withdrawals," 
see Index. 



SECTION vin. 

UNPLEDGED SHARES — MATURITY OF VALUE PAYABLE — 
INTEREST, WHEN ALLOWED— LIMITATION OF PAYMENT 
OF MATURED SHARES. 

■ 

§ 8. When each unpledged share of a given series 
reaches the value of two huudred dollars, all payment of 
dues thereon shall cease, and the holder thereof shall be 
paid out of the funds of the association two hundred 
dollars therefor, with such rate of interest as shall be 
determined by the by-laws, from the time the board of 
directors shall declare such share to have matured, until 
paid ; but at no time shall more than one-third of the 
receipts of the association be applicable to the payment of 
matured shares, without the consent of the board of direc- 
tors. The order of the payment of the matured shares 
shall be determined by the board of directors. 
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SECTION IX. 

LOANS TO MEMBERS— AMOUinrS OF LOANS— AUCTION OF 
LOAN— PREMIUM— DEDUCTION OF— INTEREST ON LOAN- 
MAXIMUM AMOUNT OF LOAN TO EACH MEMBER— WHEN 
INTEREST CEASES-EXEMPTION FROM USURY LAWS. 

§ 9. At each monthly stated meetings immediately follow- 
ing the receipt of dues and interest, the board of directors 
shall offer to members of the association desiring to 
borrow, all accomnlations applicable to that purpose ; the 
same shall be loaned in sums of two hundred dollars, the 
value of a matured share, or a multiple thereof, or the frac- 
tional parts of one-fourth or one-half therof. If there shall 
be more than one member desiring to borrow, their righi 
to a loan shall be determined by an open bidding of a 
premium per share; the member bidding the highest 
premium shall be entitled to the loan upon giving proper 
security. From the sum loaned shall be deducted at the 
time of loaning the amount of the premium bid. The 
receiving of such premium or interest paid on the loan 
shall not be deemed a violation of the usury laws. No 
member or members can borrow a lai^er sum than shall be 
equal to the matured value of the shares held by him or 
them. A borrowing member, for each share or fractional 
part thereof borrowed upon, shall, in addition to the dues 
on his shares, pay monthly interest on his loan at the 
rate of six per cent, per annum, or such lower rate as the 
by-laws shall name, until the shares borrowed upon reach 
the matured value of two hundred dollars each, or the loan 
is repaid; and when such matured value is reached, the 
share shall cancel the loan upon it, and the proper surren- 
ders and acquittances be made. 

There is an important feature created by this section that ib a com- 
parative novelty to associations organized under the act of 1851 ; this is- 
the immediate deduction of the whole premium from the nominal 
amount of the loan. This is popularly known as the " gross " plan, in 
contradistinction to the partial payments known as the '' installment " 
plan. Interest on the actual amount of the loan is the most 
equitable plan, and is the one more generally adopted. It would 
seem almost unconscionable to exact interest on the premium, which 
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is money of which the borrower has not had the nse, but which the 
association has placed in another fund for another loan and exacts 
interest thereon. But even interest on the premium would not make 
the association liable for usury. It is clear that this section allows 
interest on the premium as well as on the actual loan. This section is 
very explicit on this point and was clearly intended to meet this 
probable objection. For a more detailed explanation and discussion 
on the question of usury the reader is referred to pages indicated 
l>y the Index, see <<XJsur^." The amount of the loan cannot exceed 
four thousand dollars. 

In the Annual Keport required by Section 19, post, it is proper to state 

in relation to the annual earnings of the association, how much of the 

xeported profits consists of premiums. As the total premium is 

deducted on the making of the loan it can not be said to be profit 

earned until the dues on the pledged shares have actually been paid to 

that amount. It must be remembered that premium is a rate of 

discount for the immediate redemption of shares not matured, and 

theoretically part of their future matured value, until the shares have 

Teached a cash value. 



SECTION X. 

SECURITY FOR LOAN— PLEDGE OF SHARES — LOAN— WHEN 
FORFEITED— CONDITION AND DEFEASAJ^CE IN BOND AND 
MORTGAGE— PREMATURE RE-PAYMENT OF LOAN- WITH- 
DRAWAL VALUE OF SHARES APPLICABLE IN PAYMENT 
OF LOAN— NOTICE. 

§ 10. For every loan made, a bond secured by a first 
mortgage upon unincumbered real estate shall be given^ 
accompanied by a transfer and pledge to the association 
of the shares borrowed upon, and all accumulations that 
have or shall accrue thereon, as a collateral security for the- 
repayment of the loan ; or, in lieu of the mortgage, the* 
borrower, or another, may transfer and pledge to the asso-^ 
elation, for the payment of the loan, unpledged shares, the 
withdrawal value of vichich, under the by-laws, at the time* 
of such borrowing, shall exceed the amount borrowed and 
interest thereon for six months. K the borrower neglects 
to offer security satisfactory to the board of directors,. 
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within the time provided by the by-laws, his right to the 
loan shall be forfeited, and he shall be charged with one 
month's interest, and all necessary expenses incurred, if 
any, under the by-laws, in reference to his proposed loan. 
All bonds and mortgages given to the association shall be 
deemed conditioned upon the performances of the provi- 
sions of this act relating to the repayment of loans and 
interest thereon, and the by-laws of the association, 
although the same may not be fully expressed therein. A " 
borrower may repay a loan, and all arrears of interest and 
fines thereon, or one share thereof, that is, the sum of two 
hundred dollars, at any stated monthly meeting, or at any 
other time, but when not made at a stated meeting he shall 
pay interest up to the first monthly meeting after such 
payment. He may re-pay his loan in full, thereby relieving 
his shares from liability upon the pledge thereof made to 
the association, or he may, by a proper notice and direc- 
tion as to the application, have the withdrawal value of 
the shares borrowed upon, applied in payment or part pay- 
ment of his loan. 

The oomments on pages indicated in the index, on the ''Nature" 
rand '' Adequacy of the Security " are equally applicable here, and men- 
tion is here made to avoid repetition of the same matter. 

When unpledged shares of substantial matured cash value are substi- 
tuted for real estate mortgages, it is in the nature of a transfer of an 
unliquidated cash credit. The withdrawal value of such shares repre- 
sents an indebtedness of the association to the borrower. Such shares 
must be other than the shares redeemed by the advance of the loan. 

Forfeiture of loan occurs when the security offered is not accepted by 
the board of directors for good reasons, as for example, defective title 
to the real estate offered as security, or insufficient value of such prop- 
erty above the amount of proposed loan. 

The condition of the bond for re-payment of the loan, and the defeas- 
ance in the mortgage given to secure fulfillment of the bond, shall be 
substantially the faithful performance of borrower's duties as a share- 
holder and re-payment of loan by thus earning the maturity of his 
pledged shares, or by premature payment, as provided for in this sec- 
tion. The covenants and conditions of the bond and mortgages shall 
be deemed to be in accordance with the several provisions of this act. 

Loans may be paid at any time, or the borrower may pay off his 
indebtedness in whole or in part by applying the withdrawal value of 
his pledged or redeemed shares by giving proper notice. 
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The expenses of the settlement of the loan, such as fees for disburse- 
ments for official searches as to title of real estate, attorneys' fees for 
examining title, and appraisers' fees are proper charges to be borne by 
the borrowing member. In the event of forfeiture of the loan for the 
reasons previously stated in this note, these expenses are chargeable to 
the proposed borrower. 



SECTION XI. 

ARREARS OF DUES— FORFEITURE OF SHARES FOR ARREARS 
—NOTICE FROM SECRETARY— WITHDRAWAL VALUE PAY- 
ABLE TO DEFAULTING MEMBER, WITHIN ONE YEAR. 

§ 11. Whenever any member shall be six months in 
arrears in the payment of his dues upon unpledged shares, 
the secretary shall give him notice thereof in writing and a 
statement of his arrearages, by mailing the same to him at 
the last post-office address given by him to the association, 
and if he shall not pay the same at the next or second 
stated monthly meeting thereafter, the board of directors 
may, at their option, declare his shares forfeited, and at the 
time of such forfeiture, the withdrawal value thereof shall 
be determined and stated, and the defaulting member shall 
be entitled to withdraw the same without interest, within 
one year upon such notice as shall be required of a with- 
drawing shareholder. 



SECTION XII. 

PLEDGED SHARES- ARREARS ON SUCH SHARES -LOAN BE- 
COMES PAYABLE WHEN-FORECLOSURE OF MORTGAGE- 
WITHDRAWAL VALUE TO BE SET OFF AGAINST LOAN IN 
PARTIAL PAYMENT— SHARES DEEMED SURRENDERED. 

§ 12. Whenever a borrowing member shall be six months 
in arrears in the payment of his dues and interest, or either, 
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the whole loan shall become due at the option of the board 
of directors, and they may proceed to enforce collection 
upon the securities held by the association. The with- 
drawal value, at the time of the commencement of the 
action, of all shares pledged as collateral security for the 
loan, shall be applied upon the loan and arrearages of 
interest and fines thereon, and the shares deemed surren- 
dered to the association. 

In the event of default in the payment of dues and interest, the with- 
drawal value of the shares pledged or redeemed shall be determined, 
and this amount shall be credited to the borrowing member, and for the 
balance only can the association sue. Under these circumstances, the 
pledged shares are deemed to have reverted to the association. 



SECTION XIII. 

ASSOCIATION MAY PURCHASE REAL ESTATE UNDER FORE- 
CLOSURE—MAY SELL SAME. 

§ 13. Any association may purchase at any sale, public 
or private, any real estate upon which it may have a mort- 
gage, judgment, lien or other incumbrance, or in which it / 
may have any interest, and may sell, convey, lease or mort- 
gage the same at pleasure to any person or persons. 



SECTION XIV. 

ASSOCIATIONS MAY BORROW— FOR WHAT PURPOSE— LIMI- 
TATION— LOAN FOR ONE YEAR ONLY— ASSOCIATIONS 
MAY LOAN TO OTHER ASSOCIATIONS — WHAT VOTE 
REQUIRED TO GIVE VALIDITY TO LOAN TO ASSOCIA- 
TIONS. 

§ 14. Any association organized in pursuance of the pro- 
visions of this act, may borrow money for the purpose of 
making loans or paying withdrawals, not exceeding, how- 
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ever, two thousand dollars, so long as its accumulated 
capital does not exceed ten thousand dollars, and not 
exceeding six thousand dollars, so long as its accumulated 
capital shall be over ten thousand, and does not exceed 
sixty thousand dollars, and v^rhenever its accumulated capi- 
tal exceeds sixty thousand dollars, it may borrow^ money 
for the purposes aforesaid not exceeding ten per cent, of its 
accumulated capital. No money borrov^red shall be for a 
longer term than one year. Any association having a sur- 
plus in its treasury, for which there is no demands for loans, 
withdrawing shareholders or matured stock, may loan the 
same to another association, organized under the provis- 
ions of this act, subject to the provisions of this section, on 
the part of the borrowing association. No association shall 
borrow or make loans herein authorized, except by a two- 
thirds vote of its board of directors. The vote to be recorded 
by ayes and nays in its regular minutes. 

By ''accumulated capital" is here meant a fund made up of the accu- 
mulated dues, interest, and premiums paid by members and actually 
received. This is equally true when such accumulated dues, interest, 
and premiums have been loaned out. 



SECTION XV. 

PROFITS AND LOSSES— DISTRIBUTION & APPORTIONMENT 
OP— RESERVE FUND OF UNDISTRIBUTED PROFITS. 

§ 15. Profits and losses shall be distributed at least 
annually, and always before issuing a new series of stock 
to the shares then outstanding. Profits and losses shall be 
distributed to all shares in all series outstanding at the 
time of such distribution, in proportion to their holding 
value, as distinguished from their withdrawing value, except 
that, in addition thereto, a distribution of not exceeding 
the amount of the entrance fee, in the discretion of the 
board of directors, may be made to each share outstanding 
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in the last series issued prior to the distribution. At each 
periodical distribution of profits, the board of directors 
may reserve and carry as undistributed profits, in the 
nature of a guaranty fund, any sum from the net profits 
that in their discretion seems wise, to be applied upon any 
future losses that may occur from any cause whatsoever. 

The comments on "Dividends," see Act of 1861, ante "Dividends," 
(see index), are equally applicable under this section; except in that the 
above clause providing for annual or more frequent payments of profits, 
is mandatory. 



SECTION XVI. 

TRANSER OF SHARES— WHEN BINDING ON ASSOCIATION- 
LIABILITIES AND CONDITIONS SHALL ATTACH TO 
TRANSFEREE— TRANSFER FEE. 

§ 16. No transfer of shares shall be binding upon the 
association until the same have been made upon the books 
of the association ; and the transferee thereof shall take the 
same, charged with all the liabilities and conditions attach- 
ing thereto in the hands of the one transferring the same. 
The association may require a " transfer fee" not exceeding 
twenty-five cents per share. 

The comments on ** Transfers" see Act of 1851, ante ** Transfers, "^ 
(see index), are pertinent here. 



SECTION XVII. 

BY-LAWS — ASSOCIATION MAY ADOPT — SUCH BY-LAWS^ 
WHAT TO CONTAIN — ATTORNEY OF ASSOCIATION— 
WHO TO APPOINT ATTORNEY— REMOVABLE AT PLEAS- 
URE. 

§ 18. The association, as soon as duly incorporated, shall 
possess power to adopt by-laws, not inconsistent with the 
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provisions of this act, regulating the due conduct of the 
business of the association, defining the duties of officers 
and committees, times of meetings, mode of determining 
and declaring the withdrawing value of shares, and in rela^ 
tion to all other matters having reference to the conduct of 
the business, although not specifically mentioned in this 
act. The board of directors shall have power to appoint 
and remove at pleasure an attorney for the association. 



SECTION XVIII. 

WHO MAY BECOME MEMBERS — MEMBERSHIP, HOW CRE- 
ATED—NOTICES—MINOR MAY HOLD SHARES— EXCEP- 
TION OF ACCUMULATION ON SHARES FROM LEVY AND 
SALE BY SHERIFF— ASSOCIATIONS DEEMED INSTITU- 
TIONS FOR SAVINGS— EXEMPTION FROM TAXATION. 

§ 18. Any person of full age and sound mind may become 
a member of the association by taking one or more shares 
therein, and subscribing to the by-laws, and annexing to his 
signature his post-office address ; and whenever he desires 
his post-office address changed, he shall give written notice 
thereof to the secretary of the association ; and for the 
purpose of giving any member notice, by mail, the last 
post-office address given by him shall be deemed the 
proper one. A minor may hold shares in the name of a 
parent, guardian, or next friend as trustee for him. All 
accumulations upon shares in said association held by any 
person shall be exempt from execution and proceedings 
supplementary thereto, to the amount of six hundred dol- 
lars ; and the association itself shall be deemed an institu- 
tion for savings, and not taxable under any corporation tax 
law which shall exempt savings banks, or institutions for 
savings, from taxation. 

Although these associations are deemed '* institutions for savings'* 
they are not authorized to do any business other than that expressly 



80 AN ACT IN RELATION TO THE ASSESSMENT OF TAXES. 

allowed bj this act. They are not authorized to do a banking business 
and cannot discount notes. The provision as to the membership of 
minors and married women is directive and not mandatory, and asso- 
ciations may exclude them by a suitable article of association. On the 
subject of << exemption" the reader is referred to the Act of 1851, ante^ 
see '* Minors," (see index), for pertinent comments under those sub- 
heads. 

The following are the statutes affecting the taxation of savings insti- 
tutions and their exemption from taxation. 



Laws of 1857— Chapter 456. 

AN ACT IN RELATION TO THE ASSESSMENT OF TAXES ON 

INCORPORATED COMPANIES. 

Certain Sections Repealed. 

Section 1. The fourteenth section of the fourth title of 
the thirteenth chapter of the first part of the Bevised Stat- 
utes, entitled "Regulations concerning the assessment of 
taxes on incorporated companies, and the commutation or 
collection thereof," and the ninth and tenth sections of said 
title as amended by chapter six hundred and fifty-four of 
eighteen hundred and fifty-three, are hereby repealed. 

§ 2. The fifteenth section of the said title is hereby 
amended to read as follows : 

The amount of taxes assessed on all incorporated com- 
panies liable to taxation, shall be set down by the board of 
supervisors, in the fifth column of the corrected assessment 
roll, and shall form a part of the moneys to be collected by 
the collector. 

Capital Stock. 

§ 3. The capital stock of every company liable to taxa- 
tion, except such part of it as shall have been excepted in 
the assessment roll, or as shall have been exempted by law, 
together with its surplus profits or reserved funds, exceed- 
ing ten per cent, of its capital, after deducting the assessed 



AN ACT IN RELATION TO THE ASSESSMENT OF TAXES. 81 

value of its real estate, and all shares of stock in other cor- 
porations actually owned by such company, which are tax- 
able upon their capital stock under the laws of this State, 
shall be assessed at its actual value, and taxed in the same 
manner as the other personal and real estate of the county. 

Deposits in Saving^s Banks, Ctc. 

§ 4. The deposits in any bank for savings which are due 
to depositors, and the accumulations in any life insurance 
<5ompany organized under the laws of this State, so far as 
the said accumulations are held for the exclusive benefit of 
the assured, shall not be liable to taxation, other than the 
real estate and stocks which may be owned by such bank 
or company, and which are now liable to taxation under 
the laws of this State. 

An opinion by the Attorney-General was filed in the Banking Depart 
ment June 12, 1878, in which that officer holds that this section exempts 
•deposits in savings banks ebsolutely from taxation. 

He further states that a depositor cannot, therefore, be taxed for such 
•deposits, this statute protecting the savings institutions as well as their 
depositors. 

In 1866 an act of the Legislature made the surplus of savings banks 
4Bubject to taxation ; in the following year the law was amended by 
•exempting from taxation so much of the surplus as was invested in 
United States bonds, which exemption was a practical repeal of the 
statute. 

In 1868 the question of taxation was again the subject of legislative 
discussion, as it has been on several occasions since that date, notably 
in 1880, when a bill was introduced proposing to levy a State tax on 
•deposits in savings banks, of one-quarter of one per cent. 

This measure attracted considerable public attention and met with 
very general opposition. The press characterized it as a ** tax on thrift 
and frugality," and the proposed law was defeated. 

September 1, 1879, Mr. Justice Barnard, at Special Term Supreme 
Court, Poughkeepsie, in the application of the Poughkeex)sie Savings 
Bank, gave an opinion that under the existing laws both the deposits 
and surplus of the savings banks of this State are absolutely exempt 
from taxation. 
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§ 5. The twenty-first section of the said title is herebjr 
amended to read as follows : 

The comptroller shall famish the attorney-general with 
the names of all the companies and banks refusing or neg- 
lecting to pay the taxes imposed on them, with the amount 
due from them respectively, and the attorney-general shall 
thereupon file a petition in the supreme court against every 
such company or bank, for the discovery and sequestration 
of its property, 

§ 6. The supreme court, on the filing of such petition, or 
on the coming in of the answer thereto, may order such 
part of the property of such company or bank to be seques- 
trated, as shall be deemed necessary for the purpose o£ 
satisfying the taxes in arrear, with the costs of prosecution, 
and the court may also, at its discretion, enjoin such com- 
pany or bank, and the officers thereof, from any further 
proceedings under their charter or act of incorporation, and 
may order and direct such other proceedings as shall be 
deemed necessary to compel the payment of such taxes and 
costs. 

§ 7. This act shall take effect immediately. 



Laws of 1886— Chapter 143. 

AN ACT TO TAX STOCK CORPORATIONS FOR THE PRIVILEGE 

OF ORGANINZATION. 

Orgranization Tax Payable by Corporations^ Etc. 

Section 1. Every corporation, joint stock company or 
association incorporated by or under any general or special 
law of this State, having capital stock divided into shares,, 
shall pay to the State Treasurer, for the use of the State, a 
tax of one-eighth of one per centum upon the amount of 
the capital stock which said corporation, joint stock com- 
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panj or association is authorized to have, and a like tax 
npon any subsequent increase thereof. 

The said tax shall be due and payable upon the incor- 
poration of said corporation, joint stock company or asso- 
ciation, or upon the increase of the capital thereof, and no 
such corporation, joint stock company or association shall 
have or exercise any corporate powers until the said tax 
shall have been paid. And the Secretary of State and any 
county clerk shall not file any certificate of incorporation 
or articles of association, or certify, or give any certificate 
to any such corporation, joint stock company, or association^ 
until he is satisfied that the said tax has been paid to the 
State Treasurer, and no such company incorporated by any 
special act of the Legislature shall go into operation or 
exercise any corporate powers or privileges until said tax 
has been paid as aforesaid. 

But this act shall not apply to literary, scientific, medical 
and religious corporations, or corporations organized under 
the banking laws of this State, or under chapter one hundred 
and twenty-two of the laws of eighteen hundred and fifty- 
one, entitled "An act for incorporation of building, mutual 
loan and accumulating fund associations," and the acts 
amendatory thereof. (As amended by Chapter 284, Laws 
of 1887). 

§ 2. The taxes imposed by this act and the revenue 
derived therefrom, shall be applicable to the general fund 
and for the payment of those claims and demands whicli 
shall constitute a lawful charge upon that fund. 

§ 3. This act shall take eflfect immediately. 

The logical deduction from the above statutes and references is that 
these associations are exempt from taxation, except as to the real estate 
** owned " by the corporation. Land on which the association has fore- 
closed a mortgage, and has received the legal title, is not exempt. 
Members are wholly exempt as to the value of their shares and as to 
amount of their accumulations on shares. These are classed as ** depos- 
its" in a savings bank and members as depositors. 
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SECTION XIX. 

ANNUAL REPORT— WHEN TO BE MADE— VERIFICATION OP- 
FURTHER REPORTS— FALSE REPORT DEEMED PERJURY. 

• 

§ 19. Every association organized under the provisions 
of this act shall annually make a full report in writing of 
the affairs and conditions of such corporation on the first 
day of January in each year, to the Superintendent of the 
Bank Department, in such form and by such officers of the 
corporation as the said superintendent may designate. 
Such report shall be verified by the oath of the officers 
making the same. Every association shall make any fur- 
ther reports which the said superintendent shall require, 
and in such form, and as to such matters relating to the 
<3ondition and conducting of the business of the association 
as such superintendent shall designate. Any willful false 
swearing in making and verifying said reports shall be 
deemed perjury. 

For comments on this section, see sub-head *' annual report," (see 
index). 



SECTION XX. 

FAILURE TO MAKE ANNUAL REPORT— PENALTY FOR— SU- 
PERINTENDENT OF BANKING DEPARTMENT MAY SUE 
FOR PENALTY. 

§ 20. If any such association shall fail to furnish to the 
Superintendent of the Bank Department any report 
required by this act, at the time so required, it shall forfeit 
ihe sum of ten dollars per day for every day such report 
jshall be delayed or withheld ; and the superintendent may 
maintain an action in his name of office to recover such 
penalty, and the same shall be paid into the treasury of 
the State and applied to the expenses of the Bank Depart- 
ment. 

For comments on this section, see ** annual report," (see index). 
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SECTION XXI. 

OFFICIAL VISITATION BY SUPERINTENDENT OF BANKING 
DEPARTMENT— TO BE MADE AT REQUEST OF THREE OR 
MORE MEMBERS — DUTY OF SUPERINTENDENT WHEN. 
REPORT OR EXAMINATION IS UNSATISFACTORY. 



Special ^Examination. 

§ 21. All associations organized under the provisions of 
this act shall be subject to the visitation and examination 
at all times by the Superintendent of the Bank Department, 
his deputies or duly appointed agents, upon the applica- 
tion of three or more members of said association. If it 
shall appear to said superintendent, from the report of any 
said association, or from an examination made by him, his 
deputies or duly appointed agents, that any such associa- 
tion is violating the provisions of this act, or is conducting 
its business in an unsafe or unauthorized manner, he shall, 
by an order under his hand and seal addressed to such 
association, direct the discontinuance of such illegal and 
unsafe practices ; and whenever any association shall neg- 
lect or refuse to comply with such order, or make reports 
as required, he shall communicate such facts to the Attor- 
ney-General, who shall thereupon be authorized to institute 
proceedings against any such association as are now, or 
may hereafter be provided for by law in the case of an 
insolvent corporation, or such other proceeding as the 
nature of the case may require. 

» 

For comments On this section, see *< special examination,'* (see index). 
The expenses of aspecial examination as here contemplated do not seem 
to be chargeable to the association examined. Under the Act of 1851 
as amended, these expenses are chargeable against all aayxsiations 
organized under that statute that are examined. 
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SECTION XXIL 

OTHER ASSOCIATIONS MAY RE-INCORPORATE UNDER THIS 
ACT— MAJORITY VOTE OF SHAREHOLDERS REQUIRED. 

§ 22. Any association now existing and heretofore incor- 
porated under the provisions of said chapter one hundred 
and twenty-two of the laws of eighteen hundred and fifty- 
one, may be entitled to the benefits of this act, on the 
majority vote of the shareholders of said association, 
directing the making and filing of the certificate mentioned 
in the third section of this act, and conforming the trans- 
action of their business to the provisions of this act. 



SECTION XXIII. 

EXEMPTION FROM TAXATION. 

§ 23. Associations organized under this act shall not be 
subject to the provisions of chapter one hundred and 

forty-three of the laws of eighteen hundred and eighty-six. 



SECTION XXIV. 

§ 24. This act shall take eflfect immediately. 
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The Act of 1887 having been intended as a restraint on 
the lax methods made possible by some of the flexible 
provisions of the Act of 1851, and the majority of the newly 
formed associations continuing to organize under the prior 
statute, it was deemed proper to ascertain by some authorita- 
tive declaration, the practical legal eflfect of the new statute 
on the prior law. The question whether the Act of 1851 
was repealed or amended by that of 1887, and whether both 
were yet in legal operation became a live issue. In the 
absence of any decision of a court on this point, the opinion 
of the Attorney-General is conceded as authoritative, and 
the following correspondence and opinion of the Attorney- 
General will explain why in legal contemplation both stat- 
utes are entitled to force and validity : 

November 24th, 1888. 

Hon. Chables F. Tabob, Attorney-General : 

D^AB Sib : — 

Several of the attorneys connected with the organization of co-opera- 
tive savings and loan associations have urged upon me the claim that 
the Act of 1887, relating to these corporations, does not repeal by legal 
implication the previous Act of 1851, and the amendments thereto. 
From all the data and unofficial information relating to these associa- 
tions that I received since the enactment of the Statute of 1887, I lean 
to the opinion that a majority of associations organized since 1887, have 
availed themselves of the Statute of 1851. If this opinion is correct, it 
seems that whatever benefits may have been intended by the recent 
.statute are, in a degree, inoperative, and whatever evils were sought to 
be prevented, are liable to continue. 

Those who have been anxious to find in the Act of 1887 a compulsory 
remedy for whatever abuses are possible under the Statutes of 1851, 
have inclined to the rule of law laid down in Heckman v, Pinkney, 81 
N. Y. 211, wherein it was held that ** a later statute, not purporting to 
amend a former one, covers the whole law, and was plainly intended to 
furnish the only law on the subject, the former statute must be held 
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repealed by necessary implication." In this decision, the facts and the 
statutes there at issue are somewhat analogous to the points of the con- 
troversy that has now arisen. The vital point seems to be, was the 
Statute of 1887 intended in a legal sense, to furnish the only law for the 
organization and management of these associations. And in arriving 
at an opinion on this point, the case of The People v, Jaehne, 103 N. 
Y. 182, seems to bear an apt connection in that the majority opinion of 
the court inclines to an implied repeal. The minority opinion by 
BapaUo, J., while it tends to give the former statute in that case equal 
operation and validity, does so on other legal grounds than those avail- 
able in this discussion. The opinion of Judge Bapallo, page 204, seema 
to be based mainly on that well settled rule of law that a subsequent 
general statute can not impliedly repeal a former special or local statute. 
In this discussion, both statutes seems to be general laws as defined in 
the matter of New York Elevated R. R. Co., 70 N. Y. 327. They are 
laws operating in all parts of the State, and applicable to all corpora- 
tions of this class. There is no official opinion, nor any decision of a 

« 

court on this question of repeal of the Act of 1851, and the matter calla 
for some authoritative declaration and thus remove the doubt that now 
seems to exist. 
An opinion from you in connection with this subject will oblige, 

Very Respectfully Yours, 

WILLIS S. PAINE, Sup'T. 

Banking Defabthent, Albany, N. Y. 



State of New York, 
Attobnby-Qbnbbaii's Office, 

Deab Sib : — 

Your communication asking me if, in my opinion. Chapter 556, 
of the Laws of 1887, repeals Chapter 122, of the Laws of 1851, and 
Chapter 364, of the Laws of 1875, amending the same, has been received, 
and in reply thereto I beg leave to state as follows : 

There is no express provision of repeal in the Act of 1887, and the 
general rule applicable to the question of implied repeals in a case like 
the present was stated by the Court of Appeals in Heckman v. Pinkney, 
81 N. Y. 211, to be that, << where a later statute, not purporting to 
amend a former one, covers the whole subject and was plainly intended 
to furnish the only law upon the subject, the former statute must be 
held repealed by necessary implication." 

While the Act of 1887 appears to have had in view general purposes 
similar to the purposes of the Act of 1851, still there is nothing repug- 
nant in the two Acts, and the Act of 1887 does not appear,' in my 
opinion, to have ''plainly intended to furnish the only law upon the 
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subject, *' as is evidenced by Section 22, which expressly recognizes the 
Act of 1851, and authorizes corporations formed thereunder to re-or- 
ganize under the provisions of the Act of 1887, and said Section 22 also 
indicates that, within the rule in People v. Jaehne, 103 N. Y. 194, the 
Act of 1851 "was in the mind of the legislature" when the Act of 1887 
was passed, and if the legislature had intended to repeal the Act of 
1851, it is presumed that it would have done so by express language, 
for upon examination of the original Senate Bill No. 820, G. O. 186, 
Section 22 contained this clause '* Chapter 122, of the Laws of 1851, 
entitled * * * and Chapter 564, Laws of 1875, entitled * * * 
are hereby repealed * * * .'* This clause was stricken out of the 
Bill as passed, which is a strong indication that the legislature did not 
intend to repeal said Chapters. 

I am of the opinion, therefore, although the question is largely one 
of judgment, that the Act of 1887 does not repeal the Acts of 1851 and 
1875, above referred to. 

Very Bespeotfnlly* 

Your Obedient Servant, 

CHAS. F. TABOB, 

Attomey-GeneraL 
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